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THE WORK OF CONGRESS. 


Congress has adjourned and the country breathes easier. Congress 
ought not to be so composed that when its members meet the 
country should be discomposed, but who will deny that this is 
the case. There is no reason for supposing that the members of 
Congress are generally corrupt, but there is a great deal of 
ignorance among them, and too often they do not care what 
may be the effect of their work so long as it is helpful to a 
particular few. Congressmen rarely legislate for the whole country: 
they legislate for their districts, or, at most, for small sections. 
The members who rise above this feeling and seek to enact laws 
which shall be for the general good may be easily counted. Only 
very few of them ever study long enough to find out what legislation 
would be helpful to the whole country. Each member seeks to find 
out the needs of his own particular section, and if he succeeds in 
accomplishing what is wanted there, he thinks his duty is done, 
and that he has earned the lasting gratitude of his constituency. Of 
course, it is very easy to find out what these needs are, for they 
are told to the Congressman himself. He is not required to 
pass sleepless nights and live laborious days to learn these things. 
But to find out the needs of the whole country and legislate for 
that, is a far greater matter. The entire National interests can be 
learned in no easy off-hand way. Study is required, long and 
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earnest, and the persons who care enough about their country to do 
this, unhappily, are very few. 

The consequence is that whenever Congress assembles, legislation 
becomes a game of chance. Each Congressman is intent on serving 
those who sent him to Washington, which means that he is intent 
in trying to accomplish the ends of A, B and C. But the interests 
of all the As, Bs and Cs are very diverse, and consequently no one 
of them knows whether he is likely to get, in the way of legis- 
lation, what he desires or not. All is uncertainty. Now, if, instead 
of keeping their eyes so steadily fixed on the wants of A, B and C, 
Congressmen rose higher and sought to find out what was the 
general good, and to sink the smaller interest of the individual in the 
larger interest of the whole, our legislation would possess a far 
higher character and be more helpful and enduring. 

Besides, many of the elements of uncertainty in it would dis- 
appear. If Congress were animated with this high purpose, many 
a one would know at the outset that there was no chance for his 
particular scheme, and he would therefore abandon it and pursue 
a different course. He would no longer trust to the uncertain 
chances of legislation for success. Trusting to wise general legislation, 

e would lay his plans accordingly, feeling surer of success than if 
individual legislation were permitted on an extended scale. But 
Congress does far otherwise, and so every year as soon as the session 
is begun, a kind of fear creeps over the business world because it 
does not know how much harm it is to suffer by the action of that 
body. Congress, therefore, which should legislate for the good of 
the people, and be helpful to them, is a source of dread and 
danger, and in a greater or lesser degree is indeed a standing 
menace to business. What is still worse, there is but little sign 
of improvement. How different is the action of the British 
Parliament! It makes mistakes, of course, but the business-man 
knows that whatever else it may do, it will strive to help and 
not to injure him; that it has his prosperity at heart, and realizes 
that the prosperity of Great Britain is indissolubly bound up with 
that of the individual. His interests are sure to be protected and 
advanced; no party jealousy or other malign cause is pushed in 
between the interests of business and the general good of the 
country. In our country, unhappily, party feeling runs so high that 
constantly the interest of the individual is sacrificed, not for the 
good of the larger number, but for party advantage. 

The Congress which has just closed its session did not improve 
on the ways and ends of its predecessors. Two men exercised a 
marked power in the lower house—the Speaker and Mr. Robeson, 
and they became more conspicuous than ever for their abuse of it. 
Largely through Mr. Robeson’s management Mr. Keifer was 
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nominated for the Speakership, and elected. The latter formed the 
committees, and legislation in this country depends largely on the 
character of them. Thus it happens under our system that th 
Speaker of the House of Representatives determines to a great extent 
what our legislation shall be. In no other representative Government 
does one man possess anything like the power of our Speaker to 
mould legislation. If he forms the committees wisely, then good 
legislation is likely to result; if they are composed of men having 
narrow and personal ends most nearly in view, the legislation 
finally effected is likely to prove injurious to the country. So the 
first great error of Congress was the choice of a wrong man for 
Speaker, who made up the committees in a way which caused 
widespread dissatisfaction, and it was seen in the beginning that 
Congress was not likely to yield any very sound and healthy fruit. 
And yet this body, thus organized, and caring but little for the im- 
provement of the public service, promptly passed a civil-service-re- 
form measure, of a thorough and satisfactory character to those 
who for years had been laboring for this end and who were 
almost in despair of ever securing its enactment. The clouds 
suddenly broke when they looked the blackest. The future 
historian will long wonder how a Congress having a Speaker so 
utterly opposed to reform, and so regardless of the popular will 
in the matter, and who had for a chief lieutenant,a man of views 
and spirit similar to his own, and with a majority of members 
regarding an improvement of the civil service as a humbug and 
delighting in the old order of things, ever came to enact such a 
measure. Until the historian has learned of the might of the 
popular will which was behind Congress, pushing it along, and 
which at rare intervals exhibits itself in splendid manifestations of 
lofty purpose and power, this measure will be a most puzzling 
riddle. When it is seen how Congress can be moved to _ higher 
and grander things by a strong and united expression of public 
sentiment, the people ought to take new heart and resolve to 
show their purpose and strength more frequently in the coming 
years. 

Congress will doubtless be blamed less for what it did not do, 
than for what it did. There are very many political evils which 
Congress ought to rectify, but if these are left alone long, busi- 
ness adjusts itself to the abnormal and wrong situation, and when 
this is done, Congress should hesitate to act. Thus it happens that 
in most cases if Congress lets matters alone the people are satis- 
fied and do not much complain. Of the two evils the danger is 
greater from over-legislation than from failure to legislate. The 
first session of the Congress that just closed was a very long 
one, yet only few laws were enacted, and none of them were of 
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reat importance. A vast number of measures were introduced, 
but the most of them died an easy death. The leading measure 
for which this Congress will be longest remembered, beside the 
civil-service-reform measure is the tariff bill reducing taxation and 
repealing the bank taxes. It is an ill-contrived measure, contain- 
ing a reduction of the internal-revenue taxes and a revision of 
the import duties. It originated in the Senate, which clearly had 
no right to pass such a bill. It was hastily passed by the House, 
and very imperfectly understood by its members. The tariff com- 
mission reported a bill which was harmonious, and designed to re- 
move many of the imperfections in the existing laws relating to 
the importation of goods; but the most valuable features of their 
work was thrown aside, and so the worst defects in our tariff 
legislation are perpetuated. This causes no surprise to any one, 
for Congress has always done the same thing. It shows though, 
that improvement in tariff legislation has not yet begun. 

Perhaps the feature of the law least objectionable is the repeal 
of the bank taxes. For years the glaring evil of continuing them 
has existed. The justice .of repealing them has been denied only 
by a few. Yet session after session has slipped by and the law 
has remained on the statute book. At last, by mixing these up 
with other taxes, they are removed. Opposition to their repeal 
had died away., Notwithstanding this fact, Congress was incompe- 
tent to enact a measure free from ambiguity. The provision of 
the law relating to the matter is contained in the first section 
and reads as follows: 

“That the taxes herein specified imposed by the laws now in 
force be, and the same are hereby, repealed, as hereinafter pro- 
vided, namely, on capital and deposits of banks and bankers, ex- 
cept such taxes as are now due and payable, and on and after 
July 1, 1883, the stamp tax on bank checks, drafts, orders, and 
vouchers.” 

The uniform rates of National taxes have been one per cent. 
annually on the notes of the banks in circulation, one-half of one 
per cent. on their deposits, and the same rate on the average 
amount of their capital in excess of the sum invested in United 
States bonds. These have been paid semi-annually by the banks to 
the United States Treasurer and collected without any cost to the 
Government. 

Comptroller Knox remarked in his last report that the whole cost 
of the National banking system to the Government from the begin- 
ning in 1863, had been $5,366,908; on the other hand, the Govern- 
ment during the twenty years succeeding had collected $118,005,- 
706.25 from the banks in the way of taxes on their capital, circula- 
tion, and deposits, as will be seen more fully in the following tabie: 
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Years, On circulation, On deposits. On capital. , Total. 
1864....... $ 53,193 32 $95,911 87 $ 18,432 07 $ 167,537 26 
1865....++. 733,247 59 1,087,530 86 133,251 15 1,954,029 60 
Ses as vee 2,106,785 3c 2,633,102 77 406,947 74 5,146,835 81 
er 2,858,636 78 2,650, 180 Og 321,881 36 5,840,698 23 
ae 2,946,343 07 2,564,143 44 306,781 67 5,817,268 18 
1869....... 2,957,416 73 2,614,553 58 312,918 68 5,884,888 99 
1870.....+- 2,949,744 13 2,614,767 61 375,902 26 51949,474 00 
eee 2,987,021 69 2.802,840 85 385,292 13 6,175,154 67 
SOD. 0 Minis 3,193,570 03 3,120,984 37 389,350 27 6,703,910 67 
1873... 600. 31353,186 13 3,196,569 29 454,891 51 7,004,646 93 
1874.....4- 3,404,483 11 3,209,967 72 469,048 02 7,083,498 85 
1875....+.- 3,283,450 89 3,514,265 39 507,4(7 76 71305,134 04 
_ erere 3,091,795 76 3,505,129 64 632,296 16 7,229,221 56 
ts ee 2,900,957 53 3,451,965 38 660,784 90 7,013,707 81 
ee 2,948,047 08 3,273,1II 74 560,296 83 6,781,455 65 
1879... +00. 3,009,647 16 3,309,668 go 401,920 O1 6,721,236 67 
1880....... 31153,635 63 4,058,710 61 379,424 19 7,593,779 43 
1881....... 3,121,374 %3 4,940,945 12 431,233 10 8,493,552 55 
1882....... 3,190,981 98 5,521,927 47 437,774 90 9,150,684 35 








Aggregates. $52,253,518 24 . $58,166,276 70 . $7,585,911 31 .$118,005,706 25 
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TIGHT MONEY. 


The recent advance in the rates of money, though indicated in 
our last monthly report, was as unexpected to many as it was un- 
welcome to them. The head of the Government Treasury is, of 
course, subjected to a large amount of condemnation for this state 
of things. There are those who will never cease to complain so 
long as the Government keeps more than enough money on hand 
to pay its bills to-morrow. They believe that there should be no 
such thing as a National reserve, or that, if there should be one, 
the banks are the proper custodians of it. But what do the banks 
want it for if they cannot use it; and if they do use it, then no 
reserve exists. The discussion, therefore, about the action of the 
Treasury turns on the point whether it is desirable to keep any- 
where a monetary reserve to meet great and unexpected contin- 
gencies. If one is to be kept, certainly the National Treasury is the 
best place in which to keep it; indeed, any attempt to keep it else- 
where would probably prove a failure, for it would not be kept at 
all. Very likely it might be kept by the banks in such a way as 
to appear theoretically on their books that they had it; but as 
for keeping an actual Jona fide reserve for the Government, the 
right and expedient thing for the Government to do is to keep 
it itself, just as it is now doing. No growls and criticisms on the 
part of those who are so anxious to get hold of the Government 
reserve in order to employ it mainly in speculation, ought to make 
the slightest impression on those who believe in a sound, honest, 
financial system. : 
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Doubtless the increase of money in the Treasury is one of the 
causes of the recent tightness of money, though the demand for 
it in the West was a still more potent cause. The New York 
Evening Post has correctly said that the “drain of money to the 
West has been more pronounced than usual, for the reason that 
the movement of grain during the winter was retarded both by the 
heavy snows, which impeded every kind of movement and’ traffic, 
and by the low prices of wheat prevailing in the early winter— 
prices at which the farmers refused to sell. With the opening of 
spring prices have advanced in response to an active foreign de- 
mand, and the movement has been so great as to tax to the ut- 
most the carrying capacity of the railways. This rush of grain to 
the seaboard implies and necessitates a corresponding movement of 
mo Westward.” 

_ Neither of these causes can be compared with the movements 
of speculators in influencing the money market. No doubt the 
head of the National Treasury Department might disburse the 
National revenues with more wisdom than he does on some oc- 
casions, but is it his duty to watch speculators and pay out the 
public money on certain principles founded on their movements? 
The speculators are now very numerous, and they all believe that 
the Government Treasury should be managed with reference to 
their interests. If one section of these speculators desires cheap 
money, it forthwith assails the Secretary of the Treasury for lock- 
ing it up, while the other section assails him if he pays anything 
out. It is perfectly evident that the true course for the Secretary 
of the Treasury is to let these speculators alone and to conduct the 
business of the Treasury Department without any reference whatever 
to their wishes. 

But says one, if the speculators get hold of all the money and 
lock it up, ought not the Secretary to come to the relief of the 
market for the benefit of those who are engaged in legitimate 
business? This seems to be a very plausible question, but it may 
be easjly answered in the negative after briefly showing the situa- 
tion of things. It is said that a couple of weeks ago some Wal!- 
Street speculators, in order to make the money marke’ still tighter, 
sent several millions away from the city. But where did they get 
it? They borrowed it from the banks. Where did the banks get 
it? From their customers—merchants, manufacturers, and others. 
Now if the banks had not made these loans, the speculators could 
have done nothing. The true remedy, therefore, is not in the hands 
of the Secretary of the Treasury, but in the hands of those who are 
engaged in legitimate business It consists in their depositing with 
those banks which are managed for the benefit of legitimate busi- 
ness, and in withdrawing their deposits from the few which the 
speculators control. What can be clearer than this? Let the mer- 
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chants and all others who wish to do a fair, legitimate business apply 
the remedy which it is within their power to apply and the evil of 
which they complain will be corrected. 





. 
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INVESTORS AND RAILROAD SECURITIES. 


The late Col. Thomas A. Scott once said: This is a wonderful 
age; but the greatest wonder of the nineteenth century is the 
ease with which railroads borrow money. Noman ever lived more 
competent to judge; no truer sentiment was ever uttered, nor 
better illustrated than has been since his death, within the last few 
years. Investors are supposed to look first to the security of their 
principal, second to the certainty of income, and third to the 
highest rate of interest compatible with these. They do this, 
however, only after panics and during seasons of depression, but 
utterly forget it in prosperous times. 

During periods of railroad extension and inflation, they lay the 
surplus capital of the country at the feet of construction com- 
panies and stock jobbers, whose only object is their own enrich- 
ment in building these roads and in selling their “securities ;” not 
in managing them and developing the resources of the country 
and contributing to its wealth. Nearly all of our railroad build- 
ing is now of this character, in unsettled country, or paralleling 
those in country already settled, from five to ten years in ad- 
vance of the wants of both. When this cannot be done fast 
enough to absorb the money poured into their coffers, nor the 
price of these securities advanced far enough, the never failing 
resort of watering the stocks of the old roads over and over 
again is brought into requisition, until there are only a few 
roads in the United States, such as the Chicago, Alton and St. 
Louis, that have been honestly built and managed. All this is 
known, for it is done constantly, openly, and defiantly, both of 
law and public opinion, under the corporate seal of organiza- 
tions which derive all their powers from the _ State, which 
seems to lend a charm or the power of financial mesmerism to 
the men who control them. Hence, investors trust their money 
with men in their official capacity, without the safeguard even 
of personal responsibility for their official acts, whom they would 
no more trust in their individual capacity, than they would gam- 
blers, which they are. It is mot necessary to go back into the 
history of railroads or Wall Street to find scores of examples. It 
is a sad fact that nearly every large railroad in the country fur- 
nishes a living and burning one. 
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Why then this strange infatuation, among an intelligent and 
thinking class of people in other matters in which they are not 
nearly so vitally interested? It cannot be ignorance, as they have 
paid over and over again for this folly in every time of depres- 
sion or panic. | 

It is openly charged on Wall Street that a prominent St. Paul 
railroad, has either systematically, or when its finances made it 
necessary, been issuing new stock to pay interest on its bonds 
and then issuing more bonds to pay dividends on _ its stocks. 
How long this robbing of St. Paul to pay St. Peter, or both to 
pay neither, but make millionaires of its officers, and eventually 
wreck the road, can be carried on, is a financial conundrum that 
can only be solved by investors who will some day refuse to try 
more of this kind of “securities.” There are signs already of an 
awakening on the part of the public, who are and have been for 
months letting railroad stocks severely alone, except to sell out 
their holdings. Hence the long-continued depression on the 
Stock Exchange which, later on, will extend to railroad bonds. as 
well as stocks, although just now the public are buyers of the 
former, when sellers of the latter, for want of anything else in 
shape of interest-paying securities to invest in, except at prices 
that return very little income. 

In this connection it is worth mention, that a person of an in- 
vestigating turn of mind has ascertained the cause of the inade- 
quate water supply of the Metropolis for the past two years. It 
is due to the enormous increase in its consumption in Wall 
Street. When railroads came to the front and water navigation 
was relegated to a secondary position, it was thought that Nep- 
tune’s supremacy was at an end. It was not supposed that rail- 
roads as well as vessels would eventually be run on water. Yet 
this Wall Street leak in our water supply, demonstrates the fact. 


: 
e 





RESUMPTION OF SPECIE PAYMENTS IN ITALY. 


The 16th of this month, Italy is to resume specie payments. 
The preparations for the great event are deemed ample, and are 
well worth brief consideration, especially in view of our own recent 
experience. | 

The Government, after paying a debt due to the National bank 
of $8,800,000, will have $120,000,000 in specie, which has been 
obtained through a gold loan, a portion of which has been drawn 
from this country. Beside this sum it has hoarded about $20,000- 
000 from revenue and customs receipts. Of this sum of $140,009,000, 
$90,000,000 are gold, $4,000,000 consists of silver, and $11,000,000 
in divisional money. 
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The reserve of the six note-issuing banks exceeds $50,000,000, 
three-fifths of which is gold and the balance is silver. What 
amount of specie there may be in possession of the people cannot 
be definitely ascertained. The London Zconomiést says it is thought 
there can be hardly less than $16,000,000 gold and $10,000,000 
silver in the country. Combining these figures, Italy will have 

230,000,000 in specie as a basis for resuming hard-money pay- 
ments. 

Let us now inquire what is the amount of paper circulation. 
The State notes amount to $188,000,000, to which must be added 
$ 162,000,000 in notes and other credit instruments of the banks. 
When specie payments are resumed $120,000,000 of State notes 
are to be withdrawn, leaving $68,000,000 in circulation. Some of 
the notes, too, of the banks are to be withdrawn. 

On this basis it is expected that specie resumption can be safely 
resumed. The matter has been maaged with consummate ability, 
and Italy is to be congratulated for the success of her efforts to 
re-establish a sound currency based on the precious metals. Her 
business was sure to suffer in many ways so long as she employed 
a vicious paper currency, and her financiers have shown themselves 
to be both wise and honest in urging the return to a solid money, 
which would no longer keep the Italians at a disadvantage when 
buying of, or selling to the people of other nations. 


——-— -----® oe —-——- 


PITT’S FINANCIAL REFORMS 1784-G2.* 


[ CONCLUDED FROM THE MARCH NUMBER. | 


The above measures indicated only the beginning of the reform, 
and were of a negative nature, designed to remove the obstacles 
that stood in the way of a profitable return from the existing 
taxes. As considerable as the effect was, it was far from sufficient 
to make the budget balance. And this equilibrium was the great 
aim Pitt had set himself. As the three bills had not really im- 
posed any increased burdens on the country, new taxes had now 
to be laid upon it. This was the more difficult part of the work. 
But Pitt had and could have unlimited confidence in the healthy 
sense and public spirit of his people. On the opening of Parlia- 
ment in June, 1784, he. had to announce, as_ before mentioned, 
a deficit for the next fiscal year of ten million pounds; the two 
million pounds due the Bank of England were included, but the 
reimbursement of the floating debt was not taken into account. 
To reduce the deficit the Chancellor ot the Exchequer opened ne- 


* From the German of Fritz Kilian in Jahrbuch fiir Gesetzgebung, 1882. 








Se > TE ES 25 ie ES eR 


4 RS 


wet Pata ee 


738 THE BANKER’S MAGAZINE. { April, 


gotiations with the management of the Bank, which resulted in the 
indefinite postponement of the payment of the debt to the Bank. 
The replacing of the circulating treasury bills by new ones might 
help in the settlement of the floating debt. Pitt promised himself 
a further reduction of the deficit by two million pounds from a 
better collection of the taxes and the practice of economy in the 
army. A deficit of six million pounds still remained, that could 
only be covered by means of a loan. It was indispensable and 
was agreed to by Parliament. The way this loan was carried 
through showed that a new and superior mind ruled in the financial 
administration. Under former ministries the direct assignment of 
loans had been customary and the abuse had crept in of favoring 
individuals and enriching the friends and partisans of the Govern- 
ment at the expense of the people. Pitt adopted a new procedure 
that was a complete success and is now universally employed. 
He announced to the capitalists of the city of London, through 
the management of the Bank of England, that he was ready to 
negotiate a loan with those who would give him the most favor- 
able conditions. There was some competition for it, as had been 
expected. Two syndicates made bids which were opened in the 
presence of the Governor and Vice-Governor of the Bank, and 
Pitt accepted the one most advantageous to the State. At the 
Same time he cunsolidated 6,600,000 pounds of treasury bills, re- 
sulting from the expenditures for navy and and artillery, which 
formed a considerable portion of the floating debt. Altogether 
nearly thirteen millions of such treasury bills were in circulation. 
As the budget must still for an indefinite period have to deal 
with a deficit, it seemed necessary to consolidate the whole float- 
ing debt existing in treasury bills in order to avoid dangerous 
crises and embarrassments. Pitt, however, showed himself a prudent 
financier by postponing this measure for a time in order not to 
excite the monetary market too much all at once, as the new 
loan was making great demands on it. Later, a conversion of the 
floating debt could be combined with the consolidation to the 
advantage of the public Treasury. The interest on the new loan 
amounted to 315,000 pounds. New taxes had to be imposed to 
pay it. They were laid on hats, silk ribbons and fabrics, coals, 
horses, linen, cotton goods, licenses of retail dealers, bricks and 
tiles, hunting licenses, paper, and carriages. Except the imposts 
on coals and bricks, this was a series of taxes on luxury. The 
coal tax raised serious apprehensions. When it was objected that 
it might be injurious to trade and oppressive to the poor, Pitt gave 
it up, and substituted for it a tax on gold and silver plate, ex- 
ported lead, licenses for the sale of ale, race horses, letter postage, 
and transformed the tax on silk fabrics into one on raw silk. All 
these taxes which made heavy demands on the country were ap- 
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proved of by Parliament without great difficulty. A fresh spirit 
went through its debates; order was demanded in the finances 
first, and it was left for subsequent legislation to reconcile the 
claims of the public Treasury with the principles of sound finan- 
cial policy. “Events do not wait until we have money,” said the 
leader of the opposition, Burke. 

The prudence with which Pitt had brought his bills through 
Parliament, was matched by the energy with.which he enforced 
the laws. In January, 1785, without any ceremony he had all the 
ships suspected of smuggling burned along the coasts. This forci- 
ble operation was performed in the presence of the ship-owners, 
who protested in vain, and under cover of a strong division of 
troops, who had been ordered to Deal and other smuggling ports. 
With similar determination Pitt went at other abuses of the fi- 
nancial administration. Officials grown gray in the service shook 
their heads ominuously, never having seen the like in any Minis- 
ter, but he worked himself into all the details, everywhere lopping 
off unnecessary expenses. 

The effect of the measures devised soon made itself felt. The 
public revenues began to rise. In Apri, 1785, Pitt could inform 
Parliament, that the returns of the first six months of the finan- 
cial year showed considerable progress in comparison with those 
of the preceding year. And he could already express the hope, 
that in the next year the revenue would balance the expenditure 
or even give a surplus that might be applied to the amortization 
of the debt. In his address on bringing in the budget of the 
gth of May, Pitt announced, that the deficit of the current year 
with the ordinary expenditures would only amount to one million 
pounds, so surprising a result, that its truth was generally doubted. 
The announcement occasioned great hilarity in Parliament, even 
among Pitt’s followers. It was supposed to be a delusion of the 
young minister’s. 

To cover the deficit Pitt wanted no loan in the usual form, as 
on account of the low market price of Government securities it 
seemed injudicious to him to throw any new ones on the 
market. Instead he secured a loan against issue of treasury bills 
from the Bank of England at five per cent. The confidence, en- 
joyed by the new administration, was,so strong, that the Bank did 
not hesitate to make a new advance of one million pounds. It 
must be remembered that the old debt of two million pounds had 
not vet been paid. He-also considered it now advisable to con- 
solidate the treasury bills, resulting from the expenditures for fleet 
and artillery, which were still circulating to the amount of about 
ten million pounds; he saw, as experience taught, rightly in this 
mass of paper of short duration, the chief cause of the low 
market price of Government securities. For this purpose, as in 
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the preceding year, five per cents. were issued somewhat above 
par. The funded debt was thus increased by nearly eleven mil- 
lion pounds. To find the interest on the new loans and a_sub- 
stitute for the tax on cotton goods, which he had had to give 
up, Pitt proposed new taxes on domestics, post horses, taverns, 
.the pawnbrokers’ loans, and gloves. Parliament made some changes in 
details of these taxes in consequence of which they turned in less 
revenue. But Pitt was unwilling to lose anything, so he increased 
correspondingly some of the taxes already existing in order to 
make up the deficiency of 400,000 pounds resulting from the 
Parliamentary changes. 

Fox, Sheridan, and the other members of the opposition had 
originally made known their intention of supporting Pitt in his 
reforms. It was less a friendly feeling towards the Minister, that 
led them to this course, than the fear of running in the face of 
public opinion, which unmistakably and energetically spoke out for 
Pitt’s exertions. When the opposition saw, however, that he was 
going in so far, they hoped to be able to use this circumstance 
for his overthrow. In the old method of combat of all opposi- 
tions, Fox, Sheridan, Burke, and others sought to prove that 
the deficit was greater than the Minister acknowledged, and 
simultaneously attacked all the new taxes as detrimental to 
the common welfare. They especially assailed the new tax on 
shops, which, indeed, was not a very happy selection, and its 
abolition was to give them later a small triumph. The opposition 
was lost in a carping criticism, but public opinion withstood it all, 
however justified it might be in some points. The nation felt 
that the opposition was less moved by actual reasons, than by 
personal dissatisfaction. Fox and his associates were wrong in 
thinking they could use the radicalism of Pitt’s reforms against 
him. The people wanted just such a reform in the head and all 
the parts, and would not have adhered to him so faithfully, if he 
had stopped half-way or had had a financial policy of palliative 
remedies for the time being merely. On the other hand it was 
well understood that so far-reaching a reform requires time and 
cannot be effected at a stroke. The opposition was, therefore, 
particularly unfortunate with its incessant renewal of the question, 
where were the fruits of reform to be seen? The confidence in 
Pitt’s energy remained unshaken; people knew how to wait. On 
the opening of Parliament in February, 1786, Pitt, sure of his 
cause, demanded the appointment of a commission to investigate 
the financial condition of the country. March 21, the commission 
named for this purpose presented a comprehensive report favorable 
to Pitt and his system. Above all it was proved that the dec- 
larations of Pitt in former sessions of Parliament concerning the 
disappearence of the deficit and the prospective surplus of reve- 
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nue were perfectly true. This was a*hard blow to the opposition, 
whose most effective weapon in the struggle against Pitt’s efforts 
had been the doubt of the correctness of his statements about the 
finances. The investigation, in which members of the opposition 
also took part, showed that in future the ordinary budget would 
amount to about 14,478,181 pounds of expenditure and 15,397,471 
pounds of revenue, consequently the revenue exceeded the ex- 
penditure by 919,290 pounds. In the space of only two years the 
annual expenditures had been reduced by Pitt from eighteen mil- 
lion pounds to fourteen and one-half millions, 2. ¢., by three and 
one-half millions, while the revenue had been raised from twelve 
and one-half million pounds to fifteen and one-half millions. The 
former deficit of five and one-half million pounds had given 
place to a surplus of nearly one million. The new taxes intro- 
duced by Pitt were thereby estimated at only moderate amounts. 
The increase of the public revenue was obtained almost entirely 
from the old taxes by reason of the improvements in their col- 
lection, the from day to day more successful suppression of smug- 
gling, and above all the economic progress, which became more 
and more evident. The country paid fifteen and one-half million 
pounds more easily in 1786, than twelve and one-half millions two 
years before. It is less of an art to increase the public revenue 
by new taxes than to raise it by helping the economic life. Gain- 
ing the public confidence is more necessary for this than anything 
else. Pitt’s administration accomplished wonders in this respect. 
The bad times of -the American war were soon forgotten, the 
English people accommodated themselves with remarkable flexibility 
to the consequences of that war, and sought among themselves 
and elsewhere a recompense for what had been lost. Trade, com- 
merce, agriculture, and -navigation, were developed in an extraor- 
dinary manner. 

The brilliant picture, which the investigation commission had drawn 
of the financial condition of England, was not to pass unchallenged. 
The astonishmefit, that had at first mastered the opposition, soon 
gave way to a passionate thirst for combat, as there was in truth 
much to be criticised in that report. The opposition damaged its 
own cause again by going too far in its attacks on the result of the 
investigation. Fox, Sheridan, and, particularly Sir Grey Cooper, de- 
clared all the conclusions of the report false. In their opinion the 
surplus of 900,000 pounds in the revenue was an odious falsehood. 
They based the assertion on this, that the commission had not taken 
into account many expenditures, which belonged, indeed, to the 
extraordinary ones, but were, nevertheless, obligatory, such as the 
sums due the civil list, the increase of the Prince of Wales’ ap- 
panage, the indemnities for the American loyalists, the two mil- 
lion pounds due’ the Bank, etc. But these expenditures were in 
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part not yet due, in part they were to be disbursed but once, 
and the question was only whether there was a surplus of the 
ordinary revenue over the ordinary expenditures; the commission 
had rightly found such a surplus for the current year. There was 
more reason in the objection of the opposition, that the ordinary 
expenditures were unduly diminished, that for example, the navy 
could not get along with the amount assigned it at a time when 
other States were making considerable equipments, that finally 
similar errors of calculation would be found in all the other 
branches of the public administration. No matter how just these 
criticisms might be, it was but a dull weapon, when the opposi- 
tion saw itself forced to reproach the Government with too great 
economy in order to Dring anything well founded against it. 
Such a reproach is not calculated to bring Governments into ill- 
repute with taxpayers. In some points the speakers of the op- 
position went quite astray, as in the assertion, that the revenue from 
customs and excise was exceptionally high in 1785, and there was 
no reason for supposing it would keep at this height. From the 
circumstance that the revenue from customs showed a slight and 
temporary falling off in the first three months of 1786, the in- 
ference was drawn that there would in future be such a deficiency in 
all the taxes. This method of annoyance has been employed to 
the present day by the opponents of efforts towards reforms in 
the finances. We have experienced it of late years, and in Ger- 
many as well. 

The English nation did not permit itself to be deluded. The 
partly-justified attacks on the new financial system made no im- 
pression on public opinion. The judgment of Pitt’s system was 
now fixed. He had done not only all that was possible for the 
time, but far more than could have been hoped for in 1783. 
People did not much care whether the famed surplus of 900,000 
pounds was real or imaginary. For the first time in long years 
the State got through without any loan for the current necessi- 
ties; after the period of accumulating deficits the restoration of 
equ1brium in the finances was in itself a great progress. There 
was little apprehension about the payment of arrears after Pitt 
had dispatched the greater part of them. By laying bare the fi- 
nancial embarrassments the opposition accomplished the reverse of 
the result intended, because they could not indicate a _ single 
remedy, while the young minister worked away energetically and 
prudently at removing the evils. The English nation, therefore, 
preferred to support a reform ministry, even granting that it put 
forward the bright side of the situation rather too prominently, 
than to favor an opposition that exaggerated in turning out the 
dark side. Great and necessary reforms are not in the long run suc- 
cessfully contested by a criticism of the individual, however much 
of truth there may be in the criticism. 
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Pitt expected much of his land and people. But he now ruled 
the situation. Nowhere had there ever ‘been seen such an accumula- 
tion of taxes. Macaulay informs us, that a caricature then ap- 
peared representing John Bull as a man sinking under a load of 
taxes. The picture met with much applause, ‘people laughed over it, 
found it true, but disarmed the mockery by asking, how it could 
well be otherwise ? 

To show the actual existence of the surplus, Pitt surprised Parlia- 
ment in 1786 with the so-called amortization bill. He proposed to 
apply the surpluses to a systematic sinking of the National debt. 
The experiment was peculiar, and had not yet been made in this 
way. The proposition made a great noise, and Pitt’s rather exuber- 
ant eulogist, Tomline, is so delighted witheit that he remarks: This 
plan of amortization would have sufficed to make the name of Pitt 
immortal, and to assure him the ardent gratitude of the present and 
the future. At first a million of pounds was to be used every year 
in the redemption of Government bonds. The fund for this purpose 
was declared inalienable, even in time of war, and should be an- 
nually increased by the amount of the interest on the redeemed 
debt. Tomline ought to have mentioned, that this special plan did 
not originate with Pitt, but with Dr. Price, who had first put it in 
this form in his work appearing in 1774, An Appeal to the Public on 
the Subject of the National Debt. MacCulloch has proved that Pitt 
borrowed this idea of a sinking fund from Price. But that is of lit- 
tle moment. It still remains Pitt’s merit, to have made the first at- 
tempt at its practical realization. 

The constant growth of National debts then occupied minds very 
much, especially as to how they might be amortized most judiciously. 
With this view many other propositions had been made, among 
which Pitt gave the preference to Price’s as the most judicious. 
The nation heard the announcement of the financial minister’s plan 
with astonishment. It was demonstrated by figures, that if from 
1716-1786 an annual fund of 500,000 pounds had been applied to the 
redemption of the debt in such a way, that from year to year the 
interest on the redeemed debt had been added to the sinking fund, 
the entire English National debt. whose interest now cost the im- 
mense sum of nine and one-half millions, would have been paid off 
within this period. As such a result would have been possible from 
the. yearly employment of half a million pounds, what might not be 
expected from the employment of twice as much? The enthusiasm 
of the English nation for Pitt’s plan knew no bounds. It hoped for 
liberation from its crushing debt within a short time, and, indeed, if 
no new loan had stopped the operation of the sinking plan called 
into life by Pitt, the computed results would have followed with 
mathematical precision. The first condition, however was, that the 
annual surplus of one million pounds should be actually obtained. 
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This condition was only rarely fulfilled; it was absent at the very 
moment Pitt was solemnly announcing to people and Parliament the 
existence of the surplus, and the time was not far off when the out- 
break of the war against France would force the State to assume a 
much more considerable load of debt than was the old one. Pitt’s 
sinking-fund plan was never anything more than a self-deception, to 
which the nation resigned itself willingly, but it had in any case one 
good result, that the public credit was strengthened thereafter as 
never before. 

Though some later economists attacked Pitt on account of the fail- 
ure of his plan, we think they have exerted themselves to no purpose: 
It remains his merit that he took up into political economy the 
idea of such an amortization and endeavored to carry it out prac- 
tically. Though the wars of the Revolution and the Empire hin- 
dered the realization, that was the reason of a higher order, the vital 
interests of England then fell into the scales, and how often has not 
foreign policy destroyed the most beautifully arranged plans of the 
financial minster! The idea, however, of the amortization bore its 
good fruits just in this period of the coalition wars, when the great- 
est demands were made on England’s financial resources, although its 
accomplishment had become for the time impossible. In the most 
dificult moments of the war it was essentially the determined main- 
tenance of the principle of amortization that contributed to the 
speedy placing of prodigious loans. 


MICROSCOPIC EXAMINATION OF METALS. 


An examination by the microscope of a fracture in steel is now 
regarded by metallurgists as one of the readiest means of test- 
ing the quality of steel. By a powerful lens the crystals are 
found to be octahedral, presenting the form of a double pyramid 
joined base to base. As the carbon decreases the pyramids be- 
come flatter, from the cubical form in cast iron down to the flat- 
tened form in wrought iron, which confers upon it greater capac- 
ity of being welded and thus producing fiber. Between these ex- 
tremes may be found a graduated series of pyramidal forms, more 
or less elevated, according to the quality of the metal. If, under 
the microscope, the steel shows a regular and parallel crystallization 
—which may be pretty acurately ascertained if the fractured metal 
be held against the light—flashing back to the eye a uniform 
luster like evenly serried needle points, the steel is of good qual- 
ity. In proportion as it departs from this standard and shows 
groups of crystals whose diskal directions are not parallel, caus- 
ing the needle-like fragments of crystal to reflect a luster patched 
here and there with shade, imparting to one portion a bright, 
silvery tone and to another a dark gray one, the metal is of in- 
ferior quality or make. Fineness and parallelism of grain can, of 
course, be produced by repeated melting, heating, or hammering 


when cold or at a dull red heat. Cold hammering, as is well 


known, has the effect of producing an extremely fine grain. 
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JOHN LAW. 


Near the middle of the seventeenth century two men were born 
in Scotland who, in the fullness of time, astonished Europe by 
their display of financial genius. These twins in finance were John 
Law and William Paterson.  Paterson’s genius culminated in 
creating the Bank of England, while Law’s financial exploits 
form one of the most exciting chapters in the history of France. 
We shall first give some account of the ways and works of the 
latter; On another occasion perhaps we shall say something about 
Paterson. 

Law was born in Edinburgh in April, 1671. His father was a 
goldsmith—a profession equivalent to that of a banker in our time. 
He acquired a considerable fortune, and died when his son John 
was scarcely fourteen years old. 

Young Law was educated with great care and manifested a 
marked aptitude for study. But he was also fond of pleasure and 
travel, and at the age of twenty left his mother and went to 
London. One of his biographers says that he was handsome, tall, 
well-made, and full of dexterity and grace; he excelled in all 
bodily exercises, and especially in the tennis court, which was 
then very much in vogue in Scotland. His mind was not less 
distinguished than his person; he expressed himself with ease and 
force, and manifested an extraordinary aptness for arithmetic and 
the exact sciences. 

At London he employed his time in gambling and in studying 
the mysteries of trade and commerce. What a strange combination 
of employments! He applied his scientific knowledge to gambling 
with great success, winning large sums, though his debts became 
greater. To pay these he proposed to sell his estate of Lauriston 
left to him by his father, but his mother came to the rescue, 
paid his debts, and once more he was square with the world. 

Law was a very attractive man in society, and ere long was 
engaged, not to a young lady, but to fight a duel occasioned by 
his conduct toward a young lady—a cause which has given rise to 
many a duel before and since his day. His antagonist was Edward 
Wilson, or as an old writer who gave an account of the affair 
called him, “ Beau Wilson,” who, by the common report of fame, 
kept a coach and six horses, maintained his family in great 
splendor and grandeur, being full of money—no one complaining 
of his being their debtor, yet from whence he had the effects which 
caused him to appear in so great an equipage is hard to be de- 
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termined.” The duel was fought, and, unhappily, Law killed his 
adversary. He was arraigned before the royal commissioners and 
condemned to death. He was pardoned, however, but by the de- 
mand of Wilson’s family was thrown into prison. From this he 
escaped and fled to the continent. 

He was now twenty-four years old. He traveled through several 
countries, especially Holland and France. At that time Amsterdam 
was the commercial metropolis of Europe. There a bank existed 
whose credit had withstood the invasion of Louis XIV, and whose 
treasury seemed inexhaustible. Its operations were a mystery to 
the outside world, and in order to understand it Law became the 
clerk of an English resident, and in a short period added much 
to his stock of knowledge concerning commerce and finance. 

He returned to Scotland about the year 1700. He was then 
thirty years old. He was impressed with the poverty of his own 
country compared with Holland. Though having a productive soil 
and an intelligent and industrious population, Scotland needed 
capital to develop her agriculture and extend her commerce and 
manufactures. Like all mountaineers, the Scotch were endowed 
with active minds, and finding but little opportunity to exercise 
them at home, they wandered into other countries. 

Law thought that the languishing condition of his country was 
the consequence of a deficiency of capital. He was doubtless right, 
but confounding capital with currency, he believed that if Scotland 
only had enough of the latter, the hearts of his countrymen would 
be gladdened with a prosperity similar to that enjoyed by the 
people of France and Holland. 

Law said to himself, “ What is wanting to the proprietor to 
enable him to clear up his lands; to the manufacturer to multiply 
his looms; to the merchant to extend his operations? Advances; 
that is to say, money, to pay for the first materials and the manual 
labor. 

“With a few more millions we could pay the laborer who wishes 
to emigrate, we could retain him upon his native soil, and procure 
all the material necessary to occupy his labor. Holland, with a 
sterile soil, whose low banks expose it constantly to the dangers 
of the flood, is the richest country in the world. Why? Because 
she overflows with money. ; 

“ By what means can money be supplied? It is credit; it is the 
establishment of banks which give to paper the value and efficiency 
of specie.” 

Thus Law thought that the prosperity of a country depended 
on the amount of money in circulation, which might be increased 
at pleasure. This idea gained full possession of him; how it be- 
came rooted, how it grew and blossomed, and what kind of fruit it 
yielded we shall learn bye and bye. 
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He presented a plan embodying his views for adoption by his 
countrymen. The plan was to form a company having power to 
collect the public revenue, to carry on commerce with certain ex- 
clusive privileges, to direct manufactures, the fisheries and other 
undertakings. Though rejected, the plan brought him before the 
public eye, and in close relations with many of the _ principal 
persons of Scotland. 

Seeing that he could not plant his idea in Scottish soil, he set 
out on another Continental tour for the purpose of gaining more 
knowledge, and also with the hope of effecting a lodgment of his 
great idea in the bosom of some other country wiser than his 
own. He went to Brussels and from that city to Paris. There he 
resumed his old occupation of gambling and won large sums. He 
held the faro bank at the house of Duclos, a celebrated courtesan 
of that period, and never began playing, so it is said, without 
100,000 francs. He became acquainted with several gentlemen of 
the Court, and especially with the Duke of Orleans, who liked in- 
ventive minds, and was inclined to adopt his views. Chamillart at 
that time was the comptroller-general of the French finances and was 
ready to resign his office, for the burden was too great for him. 
Law explained his plan, but there was no intelligent listener. 
Moreover he was a Protestant, and of course Louis XIV would have 
nothing to do with him. Suspicion, too, was excited against him, for 
he displayed great luxury and won heavy sums from the courtiers. 
He was too much for them. Consequently M. d’Arginson sent an 
order to Law requiring him to leave Paris within twenty-four hours. 
He went to Italy and continued to gamble, winning immense sums. 
In that country he was presented to Victor Amédie, to whom he 
proposed his system of finance. Amédie replied that it was not 
adapted to a country in the midst of the Alps, and dismissed him, 
advising him to take his plans to France or Germany. 

The Emperor of Germany was then trying to establish a bank. 
Failing to make any impression on him, Law returned to his own 
country. It is said that he had saved from gambling profits during 
these years $400,000. He transferred this sum to France, and soon 
afterward went there himself. Louis XIV had died; the government 
of the country had fallen to the Duke of Orleans, who had been 
favorably impressed with Law, and the finances were in a deplorable 
condition ; even the wisest could devise no effective relief. Demarest 
was Comptroller-General, and he had exhausted all expedients to 
raise money to carry on the war, in which the king had been en- 
gaged. He had issued Government stocks in every imaginable way 
in order to give them credit. Nevertheless they were worth only 
seventy or eighty per cent. So hopeless was the financial condition 
of the country that bankruptcy was proposed to the Regent. This 
proposal he spurned, declaring that he felt himself bound to excute 
all the engagements of the king. 
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At this moment Law presented his system to the Regent. He did 
not despair of France, for it was the most fertile and thickly popu- 
lated country in Europe, and the most industrious. It had a reve- 
nue three times greater than that of England. In order to revive 
industry and relieve the oppressions under which it was ready to fall, 
Law believed that a good system of credit, having the confidence of 
the people, would prove a magical remedy in restoring completely 
the dying State to vigorous life. He proposed to found a bank 
which should collect the National revenues, carry on commercial 
monopolies, and supply a plentiful circulation of paper money. 

The Regent listened with a favorable ear. He possessed a keen, 
bold mind; he had known Law for several years, appreciated his 
genius and favored his theories. But the Council of Finance, com- 
posed of sagacious but timid men, did not comprehend Law's plan, 
or were frightened by it, and determined to reject it. Law then 
modified it. He proposed simply a bank of discount and offered to 
establish it at his own expense. He presented several memorials on 
the subject maintaining that a bank would increase the currency by 
the issue of its notes, would render the remittances from one prov- 
ince to another more convenient, would re-establish confidence by 
the creation of money of a fixed value—bank money—would permit 
foreigners to make their contracts in France with a basis of fixed 
and certain value, and would contribute by all these means to the 
restoration of public and private credit. Law wished to make the 
experiment at his own risk and peril, and offered his property as a 
guaranty against any loss which might result. This plan, after much 
opposition, was adopted. The charter was issued the 2d of May, 
1716. 

The capital was fixed at 6,000,000: francs, and divided into 1200 
shares of 5000 francs each. The bank was authorized to discount 
bills of exchange, to keep accounts with merchants, and to issue 
notes payable to bearer in coin of the weight and denomination of 
that day. The reason for this last provision was because the weight 
of the coins was continualiy changing by royal decree, always dimin- 
ishing in value. One effect of these changes was to injure credit 
and impede trade. This last provision, therefore, was a very im- 
portant one, for variations in the value of money would be no 
longer feared by g those who should agree to pay and receive bank 
money, since they were certain of the amount of coin which must 
be paid in fulfillment of their contracts. Beside this guaranty of- 
fered to foreigners, the notes of the bank and its deposits were ex- 
empted from confiscation. The office of the bank was in Law's 
house, and the Duke of Orleans accepted the title of patron of the 
institution. 

The uncertainity in the value of the coin and the high rates for 
money which then prevailed were conditions which greatly favored 
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the bank. The Government first used its notes, receiving and dis- 
bursing them. The holders of the bills, finding they were quickly 
redeemable by the issuer, acquired confidence in the bank. People 
were glad to use them and they facilitated payments. 

The redemption by the bank of its notes in coin of a fixed value 
was an advantage thoroughly appreciated. “ By stipulating for bank 
notes,’ says an authority, “it was certain that the contract was pay- 
able in coin of the weight and denomination of the second of May, 
1716. This was a powerful reason for everybody to contract with 
that stipulation, and even to deposit their specie at the bank to ob- 
tain the notes. Foreigners, who had not dared to trade any more 
with Paris, on account of the uncertainty of values, also contracted 
for bank notes, and resumed the current of their business with 
France.” The moderate charge for discount rendered the bank pop- 
ular. Usury diminished, credit revived. At the end of the first year 
Law's prediction had been fully verified. 

Having thus acquired the confidence of the public and the Regent, 
the latter was desirious of putting Law in the way of executing his 
entire scheme. The first step was to introduce the notes of the 
. bank into the provinces in order to extend its influence. To accom- 
plish this end, it was necessary to convert the notes sent there at 
their places of destination, or that such a use should be made of 
them as to secure their retention. This end was effected by an 
edict declaring that the notes would be taken by the Government 
in payment of duties, and the farmers of the revenue and their sub- 
ordinates, in short, all the officers of the public treasury were or- 
dered to give receipts for their value in specie whenever presented. 
This was the best method of aiding the general bank, and from 
that moment its notes were employed in making remittances from 
Paris to the provinces and from thence to Paris. 

There was no longer any need of transporting specie from town to ° 
town; it was deposited either at the bank or the public treasuries, 
and exchanged for bank notes which were transmitted as a substi- 
tute. In this way the specie reserve of the bank increased, by with- 
drawing it from circulation and putting bank notes in its place. 
Law began to see the realization of his great scheme—a bank issu- 
ing paper money and having all the specie in the country as a re- 
serve fund to secure its circulation. The expense of transporting 
specie was saved, the circulation was quickened, and Law devised 
a very simple means of rendering it more safe by requiring the 
sender of notes to indorse them. This indorsement did not 
operate as a guaranty, but simply as a means to prevent loss by 
theft. With these provisions for their redemption and transmis- 
sion their circulation rapidly increased. 

The success of the bank was complete. With a capital of only 
6,000,000 francs it would issue ten times as many notes without 
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in the slightest degree disturbing confidence. The demand for its 
notes became greater daily, and the deposits of gold and _ silver 
increased. Law made all his notes payable at sight, and in the 
coin current at the time they were issued. This last was really a 
most salutary regulation, for the notes were at once rendered 
more valuable than the precious metals. The latter, as we have 
previously remarked, were constantly liable to depreciation by the 
action of the Government. A thousand livres of silver might be 
worth their nominal value one day and be reduced one-sixth the 
next, but a note of Law’s bank retained its original value. He 
publicly declared that a banker deserved death if he made issues 
without having security to answer all demands. 

In consequence of this declaration the notes advanced rapidly 
in public estimation, and were received at one per cent. more 
than specie. Law well knew the worth of brass, as well as gold 
and silver—a very familiar fact to many. In Law’s case the use 
of the baser metal was far more effective for a time than the em- 
ployment of gold and silver. Law truly had a powerful mind, 
and unbounded faith in his system,- but a plentiful amount of 
brass was not less needful to achieve success. However great may 
have been his lack of principle and other qualities, not even his 
worst accuser has ever said that the brassy element in his na- 
ture was wanting. 

It is not disputed by any historian that ere long the trade of the 
country felt the benefit of Law’s system. Commerce lifted up its 
drooping head, the taxes were paid with greater regularity and less 
murmuring, and confidence in all departments of business revived. 
Within a year Law’s notes rose to fifteen-per-cent. premium, while 
those issued by the Government as security for the debts con- 
tracted by Louis XIV were at nearly eighty-per-cent. discount. The 
comparison was so greatly in Law’s favor that the credit of his 
bank grew mightily, and branches were established at several places. 

Thus far all had gone well with this Scotto-French financial gam- 
bler. But he was scheming at greater things. He wished to con- 
centrate into one concern the bank, the administration of the pub- 
lic revenues, and the commercial monopolies. To attain this end 
he resolved to organize separately, a commercial company, to which 
he would add, one after another, different privileges in proportion to 
its success, and which he would then unite to the general bank. In 
this way he hgped ultimately to complete his vast and daring scheme. 

In execution of this step the West Indian Company was formed. 
The property to be held and managed by it was Louisiana, which 
at that time belonged to the crown of France. In the early voy- 
ages of discovery to our country, the Chevalier de Lasalle pene- 
trated into America by Upper Canada, descended the river Illinois 
and arriving suddenly at a great river a mile and a half wide 
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abandoned himself to its current and was gently borne into the 
Gulf of Mexico. This was the Mississippi. Has the reader ever 
thought of the danger of that experiment? What, if instead of 
committing himself to the Mississippi, he had floated in his frail 
craft down the treacherous stream which connects Lake Erie with 
Ontario? We all know what would have been Lasalle’s dreadful 
fate. Law, not content with sailing down the Mississippi, trans- 
ferred his craft to the other stream, and in a short time, as we 
shall learn, plunged down the roaring cataract of Niagara. 

Lasalle took possession of the country through which he passed 
for the King of France, and gave it the beautiful name which it 
has since borne. A colony was immediately established there, and 
glowing reports were received in France of the magnificence and 
fertility of the land. Valuable products were abundant, and mines 
richer and more extensive than those of Mexico and Peru. This 
was precisely the kind of property for Law to have, in order to 
tempt persons to engage in his enterprise. It was a genuine oil 
craze. There were millions in it, and he had studied the French 
temperament enough to know that their susceptibility to gullibility 
was one of the chief traits of French character. -No Emma-Mine 
speculator ever had a more hopeful prospect of persuading the in- — 
nocent and unsuspecting to invest than Law had of drawing French- 
men into his Mississippi scheme. 

The sovereignty of the country was duly transferred to the West 
Indian Company on condition of liege homage to the King of 
France and a crown of gold of thirty marcs at the beginning of 
every new reign. Furthermore, the exclusive right to the fur trade 
of Canada was granted to the Company. Its arms represent:d the 
efigy of an old river god leaning on a horn of plenty. The 
capital to be furnished was 100,000,000 francs, divided into 200,000 
shares of 500 francs each. These were issued in the form of a note 
to the holder and transferable by simple indorsement. To insure a 
market for them and also to raise the National credit, the holders 
of State notes, which had been given in liquidation of claims 
against it, were permitted to give them in payment of stock to 
the amount of three-fourths of its value, and the other fourth in 
money. These State notes were at a discount of seventy or eighty 
per cent. and it was impossible for the Treasury to pay them. 
There were 250 millions of them in the market. By thus exchang- 
ing them for the stock of the company 75,000,000 would be ab- 
sorbed, which would greatly relieve the market. Thé Government 
was to pay interest on them just the same as before, so that its 
obligations were not affected by the operation, but, as will be readily 
seen, the Government to the extent of the exchange ceased to be 
responsible to its. members and their complaints ceased. If the 
entire sum of 75,000,000 francs were exchanged by their holders for 
stock in the new company, 175,000,000 francs of State notes would 
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still be held by individuals, but the cutting down of these obliga- 
tions to that extent would furnish great relief, for the Government 
had nothing to fear from the company. 

The shares did not in the beginning cause much excitement ex- 
cept among those who held State notes. The public generally re- 
mained indifferent, notwithstanding the marvelous stories told of the 
territory ceded to the company. The shares were sold below par, 
and this was to be expected, because only 25,000,000 of money had 
been paid, the balance, 75,000,000, had been paid in State notes, 
which, as we have said, were from twenty to eighty per cent. 
below par. Yet the absorption of so many of them by the company 
had the effect of raising the credit of the National securities. 
The bank bought some of them, but invested its capital of six 
millions in shares of the West Indian Company. 

Law promptly began preparations for colonizing Louisiana. Ves- 
sels were armed and troops were embarked. To people this vast 
solitude, vagabonds and stout beggars, says Saint Simon, and a 
considerable number of public creatures were taken from Paris and 


the rest of the kingdom. 
[TO BE CONTINUED. | 


EN 


NEW YORK SAVINGS BANKS. 


The reports of Mr. Hepburn relating to the banks of New York 
are always instructive, and the last report relative to the Savings 
banks of the State forms no exception. The larger and most 
noteworthy portion of it, however, is devoted to insolvent Sav- 
ings banks. There are sixteen of these in the hands of receivers, 
and their administration of the trust in most cases has been dis- 
graceful. In 1879 a law was enacted requiring receivers to wind 
up their trusts within eighteen months unless an extension of time 
should be granted by the courts. The law, though, has been gen- 
erally disregarded, and the receiverships have been continued for 
the benefit directly of the receiver himself and the clerks and 
lawyers whom he employs. So far as the courts have acted, their 
chief concern seems to have been to aid in executing the wishes 
of the plunderers rather than those of the plundered. 

Two of the insolvent banks have been in the hands of receivers 
ever since November, 1871. One of them, the Guardian Savings 
Bank, though its receiver has promised or hoped to pay the de- 
positors in full, but it has been nine years getting ready to pay a 
final dividend of less than five per cent. The other, the Bowl- 
ing Green, with assets of less than $316,000, has. been over eleven 
years paying two dividends of twenty-five and ten per cent., amount- 
ing to about $152,000, while the expenses have run up to nearly 
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$76,000. Of this amount $32,000 has gone to counsel, attorneys, 
referees, and stenographers, while more than $20,000 has been paid 
to clerks and accountants. The receiver's fees and commissions 


amount to nearly $14,000. The receiver can form no idea of the 


time when the business will be finally closed up, “ because of several 
suits undetermined.” 

One or two of the cases are veritable curiosities. The Rockland 
Savings Bank failed June 19, 1877, with $37,868.02 due deposit- 
ors, and the efforts of five years and a half realized $822.05 of 
assets, while the expenses of the receivership have been $5.99 in 
excess of the receipts. The depositors have received nothing and 
will receive nothing. The management of the institution must 
have been quite brilliant, and if the officers had been allowed to 
pocket what money was left, the result would have been quite as 
satisfactory to the creditors. Another interesting case is that of 
the Yorkville Savings Bank, which failed in July, 1877. It was then 
owing only $20,022.13 to depositors, but had managed to incur 
debts to other persons amounting to $45,364.10. The receiver 
has managed, in five years and a half, to collect something over 
$11,000, and to use up $8685.50 of it in expenses, but the depositors 
are still waiting to see the first cent of their money. The receiver 
thinks there will be a very small dividend, but as he is uncertain 
when the business will be closed up on account of “two pending 
suits,” he may yet be able to use up the balance of assets in fees 
and expenses. In most of the other cases the expenses bear an 
enormous proportion to the assets. The Sixpenny Savings Bank, 
whose failure in March, 1878, was such a surprise, has made an ex- 
ceptional record in the matter of dividends, having paid about 
eighty-five and one-half per cent. but the expenses of the receiver- 


. ship have mounted up to $114,241.89, nearly half of which has 


been absorbed by the receiver himself. Clerks and accountants 
have taken nearly $30,000, In the case of the Third Avenue Savings 
Bank, which failed more than eight years ago, over $90,000 has 
been spent in distributing one dividend of fifteen per cent. out of 
assets amounting to $376,649.95. Of course, litigation is given as 
the cause of delay. 

What remedy shall be applied to prevent such abuses? This 
question is carefully considered by Mr. Hepburn. He declares that 
the abuses will be measurably prevented by tities reports, ex- 
aminations, and their publication. 


It seems strange, the report says, that reports made by the differ- 
ent receivers, under oath, in response to the same printed series of 
questions, should not admit of tabulation and comparison, yet such 
is the case. I am unable to gather but vague knowledge of their 
past, and still more vague ideas of their future. If there was ever 
a time in the history of Savings banks when the State owes it to 
depositors to expose the management of their funds to the light 
of publicity, it is while those funds are in the hands of a re- 
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ceiver. This is true as a general proposition—its truth is only too 
apparent in the light of the history of the failed banks. Regular 
examinations of Savings-bank funds in the hands of receivers should 
be made and annually reported to the Legislature. Other States 
have such laws and New York should. No one can make a study 
of the failed Savings banks without perceiving how much better it 
would have been for depositors, in many instances, had the deposits 
been scaled so as to render the banks solvent and, had they been 
allowed, to continue business. 


The success of the scaling process, though only once tried in 
the State, was so great that the Superintendent recommends the 
passing of a law providing that, whenever a Savings bank becomes 
insolvent through depreciation of its securities, from “any cause 
without fault on the part of the trustees, the Supreme Court, upo: 
application of a majority of the trustees, and the superintendent 
of the banking department, shall ascertain the condition of the 
bank by examination or otherwise, and may, in its discretion, enter 
an order scaling the amount due to depositors, so as to render 
the bank solvent, and conferring upon the court power to re- 
move trustees and to appoint others in their stead, and such other 
powers over the management of the bank as shall best conserve the 
interest of its depositors. 

The institution tc which the scaling process was applied was that 
of the Oswego City Savings Bank. In January, 1879, an order 
was issued by one of the judges of the Supreme Court that ten per 
cent. of the aggregate deposit or balance standing to the credit of 
each depositor in the bank on its books January 14, 1879, be 
charged to him and credited to the bank, and that no portion of 
the ten per cent. so charged and credited, should be paid or be 
payable to any such depositors until further order of the court. 
The court further ordered that no payment exceeding fifty per cent- 
should be made to any depositor without an additional order. 
All the trustees and officers of the bank were required to resign, 
and a new board of trustees selectedy who elected new officers. It 
was further ordered that the bank might apply to the court from 
time to time for such order and direction as might be advisable, 
upon five days’ notice to the Attorney-General. In pursuance of 


_ this order the bank opened its doors February 20, 1879, with a new 


board of trustees and new officers. August 1, 1879, the injunction 
order was so modified as to permit the payment of twenty-five 
per cent. additional, and on March 28, 1881, again modified, so as 
to permit the payment of fifteen per cent. additional—ninety per 
cent. in all. The bank will soon pay an additional five per cent.. 
The result of this experiment has led the superintendent to recom- 
mend the legislative sanction of the method. Had it been applied 
in several other cases, Mr. Hepburn believes the depositors would 
have fared much better than they did. We append the following 
tables showing their condition since 1858: 
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THE SAVINGS BANKS OF SWEDEN AND NORWAY. 


In the year 1840, when the first statistics of the state of the 
Savings banks in Norway were collected, there were twenty-two 
institutions in the country, of which three were rural banks, 
whereas in the year 1880 they numbered 311, of which 249 were 
rural; an increase, therefore, in their number of seven banks a 
year. In proportion to the population of the country there was, 
in 1840, one bank per 57,347, and in 1880, one per 6190 individ- 
uals. 

In Sweden, where the first Savings bank was founded in 1813, 
there were, in the year 1840, fifty-eight Savings banks, which, in 
1880, had increased to 340, of which 252 were rural banks; an 
average increase, therefore, in their number also in this country 
of seven banks a year; while in the former year there was, in 
proportion to the population of Sweden, one bank per 54,119, 
and in the latter, one per 13,429 individuals. These figures show, 
that the increase in the number of the Savings banks was larger 
in Norway, while there are more than double the number of rural 
banks in Norway than in Sweden, according to the relative popu- 
lation of the two countries. 

The number of depositors in the two countries in 1880 was— 


ED MOCWET. . ccccececs 316,445 “ In Sweden.......... e 762,638 
or, per 1000 inhabitants— 
In Norway.... 164 depositors. os In Sweden,... 167 depositors, 


which latter figures show more favorably for Sweden, a circumstance 
which becomes still mdre apparent when the relative increase in 
the population of .the two countries during the last ten years is 
taken into account. 

In Norway there were thus, in 1870, 112 depositors per 1000 in- 
habitants, against eight-five in Sweden; these have, therefore, near- 
ly doubled in ten years in Sweden, but only increased with about 
fit per cent. in Norway. anew 

The amount of the deposits with the Savings banks has increased 
‘every ten years as follows: 


oe a PPP TTT TTT Eee Kr. 6,687,000 (£ 371.500) 
" SDS 6 ccsevoecevvces a 16,721,000 (£ 929,000) 
” ee ee # 43,903,000 ( £ 2,440,000 ) 
" Bsc ce cececeteerce u 81,667,000 ( £ 4,537,000) 
“ EN w 138,511,000 ( £ 7,700,000 ) 
ee PP PCP TTT Ter ee —_—_— 
" ina awa adiatieme —- 
" P< dedaesiessades “ 27,292,000 ( £ 1,516,000) 
” re ee ee " 575,377,000 ( £ 3,187,200) 
” SEs . 0.0 0040sene cows ” 146,072,000 ( 4 8,115,100) 


(£ 1 sterling —18 kroner). 


Since the year 1860, therefore, the capital deposited with the Sav- 
ings banks in Norway has been more than trebled, and in Sweden 
more than quintupled; but the totals show, as regards the capital- 
accumulating capacity of the countries as expressed by Savings banks, 
a decided preponderance in favor of Norway. 
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The following figures show the differences as regards the amounts 
deposited and the amounts withdrawn in the two quinquennial periods 
1871-1875 and 1876-1880. : 

In the period 1871-1875 the deposits increased : 











Ds cei teed eecidde seeeneereseas Kr. 46,007,000 (£ 2,556,000) 
Of which the interest amounted to.................. w 20,963,000 ( £ 1,163,600) 
Leaving a surplus deposit of................000- Kr. 25,044,000 (£ 1,392,400) 
eh eens aewae Days awe Kade Sb ed oe Kr. 76,743,000 ( 1,264,600) 
Of which the interest amounted to.................. “ 22,763,000 (£ 4,263,500) 
Leaving a surplus deposit Of...........e.eeeeees Kr. 53,980,000 (£ 2,998,800) 





In the period 1876-1880 the deposits increased : 


I puis bed Rhee keRT EN eee dee eben ee ne Kr. 10,837,000  (£ 602,000) 
And as the interest amounted to...................- w 31,871,000 (¥£ 1,770,000) 





The amounts withdrawn in excess of the deposits were. Kr. 21,034,000 (£ 1,168,000) 


RE Kr. 11,953,000 (£ 664,000) 
And as the interest amounted to.................... " %3,189,000 (£ 1,843,800) 





The amounts withdrawn in excess of the deposits were. Kr. 21,236,000 (£ 1,179,800) 

In the latter period, the years 1879 and 1889 are very remark- 
able bye the large amounts withdrawn from the Savings banks, 
which, however, I consider may be accounted for by the’ bad 
harvests and the detrimental political agitation in Norway, tend- 
ing towards an increased emigration. 

As regards the reserve funds of the Savings banks of Sweden 
and Norway, it appears that at the end of 1875 there was only 
one Savings bank in Sweden whose reserve capital had reached 
the amount required by law, viz., ten per cent. of the amount 
of the deposits, plus interest.* This Was the Kalmar Savings 
Bank (10.7 per cent.), whereas the average reserve capital of the 
other Swedish banks only amounted to 5.8 per cent. of the funds 
deposited. 

In the year 1880, on the other hand, the average reserve capi- 
tal of the Swedish Savings banks was 7.8 per cent., while the 
banks where it exceeded ten per cent. were four, viz., Kalmar, 
13.6 per cent.; Halland, 12.4 per cent.; Elfsborg, 11.4 per cent.; 
Jemtland, 11.4 per cent.; Kopparberg, 10.7 per cent. Only seven- 
ty-four of the 340 Savings banks in Sweden possessed in the year 
1880 the minimum reserve capital stipulated by law. 

As regards the investment of the funds of the Savings banks, 
we find some interesting and remarkable differences in the two 
countries. At the end of 1880 the funds of the Savings banks 
were invested as follows: 


in Norway. ln Sweden. 
In bonds shares, etc............ 7-9 per cent. 7 16.40 per cent. 
Loan on mortgage............. 8.5 ” . 42.70 ” 
Ioan on personal security...... 76.3 " - 30.76 ” 
Rs e666 osc nccdsanedee se 6.8 - ~ 10.50 ” 


These figures are wholly in favor of Sweden; and they show 
that the investment of the funds of the Savings banks in bonds 
*The Swedish Law of 1875 re Savings Banks stipulates that no dividend may be de- 


élared until the reserve capital amounts to ten per cent. of the funds deposited with the 
bank and interest thereon. 
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and shares and advances on mortgage is more common in Sweden 
than in Norway, and greater in proportion to the extent of the 
business transactions of the bank, whereas advance on personal 
security is effected more in Norway than in Sweden, and chiefly 
by the minor Savings banks, z. e. with a capital not above Kr. 
50,000 (£2700). With the latter it amounts to about seventy-five 
per cent. of the entire investments, but with banks possessing a 
capital of one million Kroner, only to twenty per cent. In Nor- 
way, on the other hand, the advances. effected on personal secur- 
ity were—with the rural banks eighty-nine per cent. and with the 
banks in the towns seventy per cent. of the funds, while with 
the above-mentioned seventeen largest banks the advances on such 
security only amounted to sixty-eight and one-half per cent., and 
with the remaining to eighty-five per cent., in average. With re- 
gard, therefore, to the safe investment in the two countries of 
the funds deposited with the Savings banks, these figures show 
excessively in favor of Sweden, although such large advances on 
personal security bespeak a healthy commercial condition of Nor- 
way; but it should be pointed out, that the advantage becomes 
somewhat reduced by the smaller reserve capital of the Swedish Sav- 
ings banks. 

The average expenditure in the management of the Scandinavian 
Savings banks is, in Sweden three-fourths per cent. and in Norway 
one-ha.f per cent., but much less with the larger banks. 

In concluding this review, it must be added, that judging by these 
statistics of the thrift of the two nations, the bulk of the population 
in Norway has attained a financial prosperity which that of Sweden 
cannot reach in less than twenty to thirty years, and if no political 
agitation in the former country should disturb the progress made 
during the last forty years, Norway will leave Sweden far behind in 
the international race of capitalization—London Bankers’ Magazine. 


HISTORY OF STATE REPUDIATION. 


With Mississippi belongs the doubtful honor of originating the 
financial acrobatic feat of paying debts by repudiating them. Forty 
years ago she attracted the astonished and indignant attention of 
the entire country and the derision of the greater portion of 
Europe by the agility with which she hushed her creditors. The 
word repudiation, in the sense in which it is now generally em- 
ployed, was first used by Gov. McNutt of Mississippi, in his message 
to the Legislature, in January, 1841. During the fourth decade, 
commercial activity had been. stimulated to a feverish degree and 
many of the States had borrowed money for investment in State 
enterprises to snch an extent that there was little probability of 
their being able to meet even the payment of interest. 

The Northern States usually invested their borrowed capital in 
improvements that would aid in developing their resources, canals 
or railroads being the two commonest methods. The Southern 
States, as a general thing, borrowed extensively and went into 
large banking operations; while in the West the two methods were 
united. When the financial disaster of 1838-39 came the States 
that had borrowed so heavily found that their credit was gone, 
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their treasuries empty, and their citizens so straitened that even 
the usual taxes were an almost insupportable burden. It was from 
such a predicament as this that Mississippi entered upon her 
shameful career of repudiation. In 1832, the State subscribed $2,- 
000,000 to the capital of the Planters’ Bank and in 1838 §$ 5,000,000 
as her portion of the capital of the Union Bank. 


NEW WAY TO PAY OLD DEBTS. 


With regard to the bonds in the case of the Union Bank, their 
constitutionality was not questioned until the bank had become 
hopelessly insolvent. Then it was claimed that a provision of the 
constitution had been violated in issuing them, and it was declared 
by the Governor and many prominent citizens that they should 
not be redeemed, although they had been in circulation more than 
two years and had been repeatedly acknowledged by the State. 
The Legislature indignantly resented the Governor’s recommenda- 
tion, but he held his point; the matter was brought before the 
people as an issue in 1842 and repudiation won the day. 

The Legislature elected under this issue, denied that the State 
was under any legal or moral obligation to redeem the _ bonds. 
Thus the matter rested for ten years when suit was brought against 
the State by some of the holders of the bonds. The Chancellor 
of the State, and also the High Court—in appellate jurisdiction— 
decided that the State was legally and morally bound for the 
redemption and payment of the bonds. This decision met with 
violent opposition, and the bonds are still unredeemed. Payment 
of interest upon the bonds of the Planters’ Bank was punctually 
kept up from the time they were issued in 1832 until 1839. After 
this they were repeatedly recognized by the State, but no provi- 
sion was made for their settlement. In 1852, the question having 
been submitted to the people, the bonds were repudiated. Since 
that time the only instance of indifference to financial obligations 
in this State was in 1877, when the Legislature authorized the 
city of Vicksburg to compromise its bonded indebtedness by issu- 
ing new bonds at a rate not exceeding sixty-five cents on the 
dollar and excluding the accumulated interest. 

Notwithstanding the general disapproval of the course taken by 
Mississippi, the State had many and able defenders, especially 
among her own citizens, notable among whom was Jefferson Davis. 
The financial difficulties into which most of the States were 
plunged at that time made the theory of repudiation seem more 
plausible, because it was so nearly in harmony with the state of 
their treasuries; and from Mississippi it spread like a contagion over 
the Southern, Middle and Western States. In 1850 eight States 
had made declarations more or less decisive of the doctrines of 
repudiation; but most of these afterwards redeemed their credit. 


THE VICE IN VIRGINIA. 


The origin of the trouble in Virginia dates from this period of 
State enthusiasm over the borrowing and investing of money. The 
main portion of her debt was contracted in 1838 by borrowing 
money for the purposes of making internal improvements. No diffi- 
culty was felt by the State until after the civil war, when the 
complications continued to increase until 1871, then an attempt 
was made to fund the debt. But instead of extricating herself she 
got into worse entanglements. The debt at the close of the war 
amounted to $45,000,000, of which one-third was set aside for set- 
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tlement with West Virginia. Provision was made for funding the 
remainder in six-per-cent. bonds, and the process of funding was 
going on with rapidity. But West Virginia soon began to insin- 
uate that she would not acknowledge so large a portion of the 
debt. The rate of taxation proved insufficient to meet the State 
expenses and the accruing interest and payment of the accumula- 
tions of unpaid interest. Under these considerations the funding 
process was stopped until the bill could be modified. Thus affairs 
continued in various phases of entanglement until 1879, when the 
excitement over the public debt had divided the people into the . 
two parties of the Debt-Payers and the Readjusters. The repeal 
of the Funding Bill, passed the previous year became the main 
issue. 


A FIGHT FOR FUNDING. 


The plan of this bill was to issue bonds with principal payable 
in forty years and bearing interest at three per cent. for ten 
years, four for the next twenty and five for the last ten years. 
The Readjusters made a strong opposition to this plan of settle- 
ment, formally withdrawing from the Democratic party in February 
1879. The substance of their objection to the bill was that the 
people could bear no higher rate of taxation; that the necessary 
expenses of the Government, the schools and charitable institutions, 
must first be cared for out of the existing revenues, and within 
the remainder must be brought the annual interest on the recog- 
nized indebtedness; and that with such a settlement the creditors 
must be satisfied as the farthest action upon which they can insist, 
since it is the utmost stretch of the people’s ability to pay. 
Mr. Mahone’s recent utterances are in the same line of argument, 
the: cardinal principle of his belief seeming to be, that the poorer 
a country is the lower the rate of interest it pays. The Legislature 
of 1879-80 passed an act repudiating above $13,000,000 of the 
State debt and cutting off half the promised interest on the 
residue. But the governor vetoed the bill, considering it to be a 
violation of the constitution of -both the State and the United 
States. The Readjusters endorsed the vetoed bill and censured 
the Governor’s action. 

The question of the debt has now grown into a party issue. 
There has never been an adjustment of the amount of the debt 
to be assumed by West Virginia. Virginia insists that she shall 
take $15,000,000, but in 1879 George Matthews of West Virginia 
was authority for the statement that the State was willing to be 
charged with all public improvements within her borders and with 
her proportion of the current expenses since 1824, and to be 
credited with all the taxes paid into the State treasury since that 
date by the counties of whith she is composed. e estimated 
that upon this basis Virginia would be indebted to the new State 
about $500,000. Thus a large portion of the debt is practically 
disowned. 


FLORIDA AND THE MISSISSIPPI PLAN. 


Long since, while in the territorial stage of her existence, Florida 
repudiated her debt, upon arguments similar to those advanced in 
Mississippi, but, notwithstanding this fact and that her constitution 
denied to the Legislature the power of levying any tax for the 
or of paying the repudiated bonds, she was admitted to the 

nion without an observation on the subject. 
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Louisiana originated the idea of a State borrowing money for 
the purpose of carrying on banking operations, and she still carries 
the result of her enthusiasm in that direction. For years she has 
simply ignored a number of her bonds, to the amount of four or 
five million dollars, which, forty years ago, were loaned to the 
property banks, and the banks failing the State became liable for 
the payment of the bonds. She has made no effort to pay them, 
and they are now not even included in the statement of her 
indebtedness. Since the war the State has been financially embar- 


‘rassed to the last degree. In 1873 partial repudiation was hinted 


at. In 1874 the debt was scaled at sixty cents on the dollar. 
In 1879 the Constitutional Convention questioned the legality of 
this proceeding and discussed it long and heatedly; a number of 
methods of disposing of the debt was proposed—least considered 
of which was that of paying it—but it was finally decided to 
submit the funding bill to the people, by whom it was ratified. 
At the same time an ordinance was adopted fixing the interest 
on the consolidated bonds at two per cent. for five years, three 
for fifteen years, and four per cent. thereafter, and giving to 
creditors the option of receiving other bonds at the rate of seventy- 
five cents on the dollar of the new bonds and bearing four per 
cent. interest. 


TENNESSEE IN THE TOILS. 


Tennessee has been in default on the interest of her State bonds 
for the last ten years. In 1877 an offer of the creditors to com- 
promise at sixty cents on the dollar with six per cent. interest, 
known as the sixty-and-six proposition, was rejected by the State. 
Two years later the Legislature passed a bill funding the greater 
part of the debt at fifty cents on the dollar with interest at four 
per cent. This plan of settlement was accepted by the creditors, 
but when submitted to the popular vote was rejected by a large 
majority. The vote was understood to be the expression of a 
popular sentiment in favor of repudiation. The debt originated 
in 1833 in the issuing of bonds to the Union Bank of Tennes- 
see. From 1838 to 1857 bonds were issued to more than forty 
different companies, and the State has issued in bonds, in all, 
over $67,000,000. The present indebtedness is about $30,000,000. 
The disposal of the debt has become largely a party issue. 

For many years Indiana lingered perilously near the verge of 
repudiation. She simply ignored for nearly thirty years a debt 
into which her extravagance during the era of general State ex- 
travagance had carried her. In 1846 she effected a compromise 
with her creditors which released about half of her indebtedness; 
but a portion of her creditors refused to enter the compromise, 
and no steps were taken toward paying either interest or principal of 
these bonds, although it was urged by several governors, until 
1872, when the necessary provision was made. 

In 1872 Missouri was guilty of a breach of faith which while it 
was not repudiation, pure and simple, yet savored of it somewhat. 
In that year fell due bonds issued twenty years before. In each 
of these bonds the State gave her promise to pay in gold or 
silver coin. But the act under which they were issued not con- 
taining these words the Legislature decided and passed the reso- 
lution over Gov. Brown’s veto, that they should be paid in legal 
tender. The State Supreme Court decided that previously to the 
passage of this resolution they were payable only in gold or 
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silver, but that the law-making power having interfered and directed 
how they should be paid the court had no power to require pay- 
ment otherwise, although of opinion that the legislative body had 
failed to meet the State’s obligations. 

Then there is Minnesota. The trouble in that State originated 
in 1858. There was a provision in the constitution limiting the 
State debt to $250,000, but the desire of the people for the con- 
struction of certain railroads was so great, the inducements were 
so strong, and the conditions seemed so favorable that in 1858 an 
amendment to the constitution was adopted authorizing the State 
to loan its credit to these enterprises to the amount of $5,000,- 
ooo. The companies accepted the provisions of the loan, and bonds 
to the amount of $2,275,000 were issued, but a distrust of the 
companies arose, and a warfare was begun against them which 
prevented them from being able to negotiate their securities and 
they became insolvent. 

In 1860, because of the failure of the first company, an amend- 
ment to the constitution was adopted expunging that of 1858 and 
forbidding all payment of the bonds then issued until such provi- 
sion shall have been ratified by the people. At the beginning of 
1882 the principal and accumulated interest of the bonds amounted 
to $5,850,000. The Legislature last winter passed an act scaling 
the bonds at fifty cents on the dollar and creating a _ special 
tribunal to decide upon the constitutionalitv of the expunging 
amendment of 1860. The Supreme Court of the State has decided 
this act unconstitutional, on the ground that the Legislature had 
invested a commission with powers they had no right to delegate. 
It has also declared that the amendment of 1860 is void, because 
it conflicts with that clause of the United States constitution which 
forbids any State to pass a law impairing the obligation of contracts. 

Other Southern States which have attempted in one form or 
another to dodge the payment of their debts are North and South 
Carolina and Georgia.—Aoston Commercial Bulletin. 


LIABILITY OF A BANK FOR THE CONDUCT OF ITS 
CASHIER. 


Recently there was tried in Cincinnati, a case involving the ques- 
tion of the liability of a bank for the operations of its cashier. 
The case was that of Moores v. Citizens’ National Bank of Piqua, 
Ohio. 

Robert B. Moores, a relative of the plaintiff, and, at the time, 
the defendant’s cashier, desired to borrow money from the plain- 
tiff, and she was willing to make a loan upon satisfactory secu- 
rity. Moores represented that he owned a large amount of the de- 
fendant’s capital stock, and promised to transfer ninety-one shares, 
of $100 each, on the books of the company to the plaintiff, and 
issue a certificate to her therefor. He made out a certificate in the 
usual form, in which it was certified that the plaintiff was entitled 
to ninety-one shares at $100 each, transferable on the books of 
the bank by the plaintiff in person, or by her attorney, on the sur- 
render of the certificate. Upon the faith of this certificate, which 
the plaintiff then believed to be a valid evidence of the ownership 
of the stock called for therein, the plaintiff loaned Moores $9,100. 
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It was conceded that she did not then possess any personal knowl- 
adge of the fraudulent character of the certificate. But although 
the books of the defendant showed that Moores was the owner of 
275 shares of the capital stock of the defendant at that time, the 
same had been transferred and hypothecated by him to others, and 
that, in point of fact, he did not own any stock,.but in order to 
supply the security for the loan according to his promise he, 
without authority from the bank, fraudulently issued the certificate 
to the plaintiff. 

Discovering its character, the plaintiff sought to recover from the 
bank. In charging the jury, Judge Baxter said: “If we accept the 
plaintiff's theory of the law, to wit: that a party purchasing or 
loaning money in good faith upon a certificate of stock, bearing 
the genuine signatures of the corporate officers authorized and 
charged with the duty of transferring stock on the books of the 
company and issuing certificates of ownership therefor ‘in the usual 
form, and regular in all respects upon its face, without any knowl- 
edge of its fraudulent or spurious character, he is entitled to recover 
from the corporation the damages sustained by reason of the spu- 
rious, fraudulent, and invalid character of such certificate. This 
court, as at present advised, entertains the opinion, and so instructs 
you, that no such recovery can be had upon the facts proved in 
this case. If a recovery could be had in any case it could only be 
had by an innocent holder for value. The plaintiff is, in the ordi- 
nary sense, an innocent holder; that is, she relied on Moores’s rep- 
resentations, believed he owned stock in the defendant’s corpora- 
tion; relied, no doubt, in good faith upon his promise to have 
ninety-one shares thereof transferred to her, and accepted the same 
in the belief that the certificate was issued by authority in the due 
course of his business in lieu of stock belonging to him and 
which he had surrendered and caused to be canceled. But it must 
be borne in mind that Moores, in his efforts and negotiations to 
borrow, was acting for himself, and not as cashier of the bank. 
His representations that he was the owner of a large amount of 
defendant’s capital stock were not official representations, and can- 
not, upon any principle of law knowh to this court, bind the bank. 
They were but the representations of an individual contending 
with pecuniary embarrassments, and if believed to be true and 
acted upon by the plaintiff, and loss resulted therefrom, the bank 
is in no way responsible for the same. As cashier he was but the 
ge of the defendant and could only bind it within the scope 
of his authority and in the regular course of business; but Moores, 
when assuming to borrow money either for himself or his friends, 
was acting for himself in a matter in which the bank had no in- 
terest, and it, therefore cannot be affected by anything that he 
may have promised or said as an inducement to make the loan. 
The plaintiff having had knowledge of the fact that the agent was 
acting for himself in the matter of the transfer of this stock, that 
Moores, the cashier, upon whom she relied to have the stock 
transferred to her, was acting for himself as well as in the ca- 

city of cashier—that is, acting for the bank upon one side and for 

imself on the other side, in reference to the matter of issuing 
this certificate—then she is not, in the judgment of this court, an 
innocent holder of the stock, and as the certificate was issued 
without authority and in fraud of the rights of the bank, the court 
instructs you that the plaintiff is not entitled to recover in this 
action. Your verdict will, therefore, be for the defendant.” 
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LIABILITY OF CASHIER. 


SUPREME COURT OF KANSAS. 
The First National Bank of Fort Scott v. Drake. 


1. Where Directors of a corporation appoint one of their number to act as 
Treasurer, Secretary, or other ministerial officer of the corporation, he is prima 
facia entitled to reasonable compensation for his services as such officer. 

2. Where he assumes the duties of such ministerial officer upon an express 
contract as to compensation, such contract controls, and this though the con- 
tract is to discharge the duties without any direct compensation in money. 

3. An agent of a corporation, who, as an individual, purchases the properties 
of the corporation from himself as agent, cannot uphold such purchase by 
proof that he agreed to pay what he thought the property was worth, but is 
liable to the corporation for the actual value of the property, so by him pur- 
chased. 

4. Ratification implies knowledge, and a party cannot be adjudged to have 
ratified an act of which he has no knowledge actual or constructive. 

5. The doctrine that the Directors of a bank are conclusively presumed to 
know the financial condition of the bank, its general business, and its receipts 
_and expenditures as shown by its regular books is for the protection of third 
parties dealing with the bank, and of the bank against prejudicial action of any 
Director, and cannot be invoked to uphold a wrongful appropriation of moneys 
by the Cashier or other officer, which appropriation is made and also entered 
upon the books of the bank without the actual knowledge of the Directors. 

6. It is no defense to an action brought by a bank against its late Cashier 
for a wrongful appropriation of moneys, that at the time of such appropriation 
he was the owner of four-fifths of the stock of the bank, and has since that 
time sold all of said stock to other parties, who are now the officers and 
managing authority of the bank. 


The opinion of the Court was delivered by BREWER, J. 

This was an action in the District Court of Bourbon County, 
brought by plaintiff in error, plaintiff below, to recover of de- 
fendant money claimed to have been wrongfully appropriated by 
him while acting as officer of said plaintiff bank. The case was 
tried by the court with a jury. At the close of plaintiff's evidence, 
a demurrer thereto was sustained and judgment entered in behalf 
of the defendant. And now the plaintiff brings the record here 
for review. There are three separate transactions alleged in the 
petition, and supported by the testimony, in respect to each 
of which the plaintiff claims the right to recover. The facts are 
these: The plaintiff since 1871 has been a National bank, incor- 
porated under the laws of Congress. During all of the transac- 
tions, hereinafter stated, defendant was one of its Directors. 
Prior to May 7, 1877, one L. C. Nelson had been its Cashier un- 
der a salary prescribed by the Board of Directors, of $1800 per 
annum. At that time he resigned and defendant was appointed 
his successor, and continued to act as Cashier until July 7, 1880. 
The plaintiff claims that this change of Cashier was made in the 
interest of economy and upon the agreement upon the part of 
the defendant that if he could have office room in the bank 
building for the transaction of his private business, and could 
keep his private safe and papers there, he would discharge the 
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duties of Cashier without compensation; and that notwithstand- 
ing this agreement the defendant did charge upon the books of 
the bank and appropriate to himself the sum of $3165.50 as salary 
as Cashier. 

2. The bank claims that by one of its rules no interest was 
payable on demand certificates of deposit; that this rule was 
known to the defendant as its Cashier and enforced by him gen- 
erally as to third parties; but that notwithstanding this he caused 
to be issued to himself demand certificates, drawing large interest 
and took thereon from the funds of the bank as interest on such 
certificates the sum of $2203.97. 

3. That the bank was the owner of $10,000 of Bourbon County 
bonds for which it had paid $9314.80 and that the bonds were 
at the time of the following transaction worth par and accrued 
interest; that as officer of the bank defendant sold these bonds 
to himself for $9300, $14.80 less than the bank paid for them, 
and $846.60 less than they were worth. 

These are the three matters of which the plaintiff complains, and 
in support of which it offered testimony. We shall not attempt 
to review the testimony or state in detail what it was. It is 
enough to say that there was testimony tending to sustain the 
plaintiffs claims; testimony from which a jury might find the facts 
to be as alleged. We do not say that the jury must necessarily 
have found them to be so, but simply that they might have so 
found them. Hence, for the purposes of this inquiry, they must be 
taken as so found, for it is a familiar rule in respect to demurrers 
to evidence that they can be sustained only when upon any and 
all facts which may properly be found by the jury from the testi- 
mony presented. The plaintiff, as matter of law, is not entitled to 
recc.er. So without attempting to weigh or compare conflicting 
matters of testimony, or to conjecture what the jury would probably 
have found to be the facts, it must be accepted for the purposes 
of the present inquiry as true, (1.) that defendant was appointed 
and accepted the position of Cashier upon the agreement that he 
would discharge its duties without compensation, other than office, 
safe, and desk room for his private business; and, notwithstanding 
such agreement, actually took and appropriated to himself of the 
funds of the bank the sum stated as compensation. 

2. That the rules of the bank, known to himself, forbade inter- 
est on demand certificates; that in defiance of those rules he 
caused to be issued to himself demand certificates drawing interest 
and actually took from the funds of the bank, the sum stated, as in- 
terest on such certificates. 

3. That as an officer of the bank he sold the Bourbon County 
bonds, worth par and accrued interest as above stated, to himself 
for $846.66 less than they were worth. These being facts, can 
the plaintiff recover, and if not, what legal obstacle to recovery 
appears? The defendant denying, of course, some of the facts: 
above stated claims that even if they be literally true, all the 
transactions were duly entered on the general books of the bank,. 
open to the inspection of the officers and Directors; that in law 
the Directors are conclusively presumed to have known the fact 
of these entries as well as his entire action in respect to these 
matters, and that thereby they acquiesced in and ratified his ac- 
tion. In other words, that the Directors might in the first in- 
stance have bound the bank by giving him the sum taken as 
salary, and that knowing he was so taking it they acquiesced and 
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ratified the act, which is the same as though in the first instance 
they had contracted to give it to him. Also, that they could 
lawfully and properly agree to pay interest on demand certificates 
as well as upon any other indebtedness of the bank; that if 
they deemed the interest of the bank required they could pay in- 
terest to one patty and not to another. In short that their 
judgment as to the best interest of the bank in the matter of 
interest was finally conclusive, and that their knowledge that he was 
taking such certificates and such interest was equivalent to a di- 
rect authority therefor, and bound the bank to the same extent 
that a prior resolution directing it would. And also, that they 
had power to sell any of the properties of the bank for such 
a sum as they deemed best; that their action could not be 
repudiated by the bank simply by proof that the _ property 
was in fact worth more than they received;. and that their 
knowledge that the prgperty was sold for such a sum is equiva- 
lent to a sale directly by their authority. Furthermore, it is con- 
tended that during all these transactions the defendant was a 
large owner of the stock in the bank; that at the time of the 
bond matter he in fact owned over four-fifths of the stock, which 
in October, 1880, he sold, and that the purchaser then bought 
into the bank, taking the assets as they were and with no right 
to challenge prior transactions between the bank and its officers. 
As the learned court, before whom the case was tried, said in 
the opinion sustaining the demurrer, “Drake himself was _practi- 
cally the bank, its assets and its property were his, the profits if 
any were his, the losses if any were his, and he could do with his 
funds and his assets just what he pleased; but, of course, as be- 
fore stated, he could not mismanage or misappropriate the funds 
of the bank against any depositor, or creditor, not consenting ; 
and, if he should do so, the law could, and in a proper action 
would, redress their grievances. But no cestuz gue trust is alleg- 
ing any grievance here. The action is brought in the name of 
the bank by the present owners, who purchased the bank from 
Mr. Drake himself, and without alleging any fraud upon them- 
selves in their purchase, without alleging that they did not obtain 
all they purchased, they seek to recover what they did not buy 
nor pay for, by going back and alleging that during his manage- 
ment he reduced the assets of the bank by paying himself a 
salary he was not entitled to, by paying beneait interest upon 
deposits for which he held certificates, and by purchasing bonds 
from the bank at less than their value,” 

It will help to a clearer understanding of the questions involved 
to consider the rights of the parties independently of the two 
matters of defense suggested, and here we find two propositions 
involved: (1.) An agent contracting to work for his employer at 
a stipulated compensation and being in the possession of his em- 
ployer’s funds, appropriates a large amount in payment of his 
services. (2.) An agent acting on behalf of his principal, contracts 
with himself to the prejudice of the interests and against the in- 
structions of his principal. The bare statement of these proposi- 
tions is enough. If A agrees to work for B for $100 a month, 
that contract determines the limit of the compensation. The same 
rule obtains if instead of money compensation he contracts to 
work for office, desk, and safe room. The contract measures both 
rights and obligations. The agent alone may not change it, and 
this notwithstanding his services may have been of incalculable 
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benefit to his principal. His possession and control of the funds 
of his principal give him no added rights. A failure to return all 
funds and properties of such principal in excess of the stipulated 
compensation gives to such principal a clear and undisputed right 
of action. Neither is the rule changed by the fact that the prin- 
cipal is an incorporation and the agent its chief executive and 
managing officer. These propositions are elementary, The authori- 
ties not only universally sustain them but in addition, in cases in which 
a Director of a corporation is the agent seeking additional com- 
pensation, go far beyond them. In &. RX. Co. v. Richards, 8 Kas. 
109, the court says: “If the services were rendered with an un- 
derstanding that they were gratuitous, then there could be no re- 
covery.” 

_— Association v. Stonemetz, 29 Penn. 534. A Director, 
Stonemetz, was chairman of the committee on short loans. The 
labor performed by him in that capacity was quite burdensome. 
No salary for these services had been agreed upon, but a year and 
a half after his appointment the Board of Directors fixed the 
salary at $200 a year, this to date from the time he first acted, 
and issued him an order for $300 to pay for that back salary. 
Payment of the order being afterwards refused, he brought suit 
and recovered in the lower court. The Supreme Court in reversing 
this judgment says, page 536: 

“We regard it as contrary to all sound policy to allow a 
Director of a corporation, elected to serve without compensation, 
to recover payment for services performed in that capacity or as 
incidental to his office. It would be a sad spectacle to see the 
managers of any corporation, ecclesiastical or lay, civil or eleemosy- 
nary, assembling together and parceling out among themselves the 
obligations or other property of the corporation in payment for 
their past services.” 

“The expectation of a Director that he was to receive com- 
pensation, there being no previous vote or promise, does not en- 
title him to it.” 

“The rule which excludes compensation applies to the President 
chosen by the Directors from their own number, and also to a 
Treasurer when a Director.”—/Pzerce on R. R., p. 31. 

In Cztizens’ National Bank v. Elliott, Towa, December, 1880, (7 
N. W. Reporter), the Vice-President of a National bank rendered 
“valuable and efficient” services, worth $100, but the court said 
he could not recover except his salary had been fixed or agreed 
upon beforehand by the Board of Directors of the bank. “A 
corporate officer who performs the duties of his position is not 
in the absence of agreement with the corporation, entitled to any 
compensation therefor.” 

Nor can the Directors, after the services have been performed, 
pay for such services, unless per contract theretofore made; the 
reason is that the Board cannot give away the money of the 
stockholders. They can be liberal or charitable with their own 
private funds, but as agent cannot be liberal with money of their 
principal. 

“A subsequent vote of the Board to pay a Director for his 
services, when there was no previous agreement, is not binding.” 
(Pierce on R. RFR. p. 31.) See also Chandler v. Bank. 1 Green, 

J. 255, 13 N. J. LZ. R. R. Co. v. Miles, 52 Ill. 174; Merrick v. 
Peru. Co., 6t Ill. 473; BR. R. Co. v. Sage, 65 Ill. 328; Cheney v. 
Lafayette R. R. Co. 68 Ill. 570; Cheney v. Lafayette R. R. Co., 87 
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Ill. 446; Lznen Co. v. Hough, 91 Ill. 63; Henry v. R. R. Co., 27 
Vt. 435; Hall v. R. R. Co., 28 Vt. 401; Hodges v. R. R., 29 Vt. 
220; kraylor v. Sonora Co. 17 Cal. 594; /us. Co. v. Crane, 6 Met. 
64; R. R. Co. v. Ketchum, 27. Conn. 170; Levisee v.. R. R. Co., 2 
La. Ann. 641; Rodgers v. Hastings Co., 22 Minn. 25; S. C. Asst. 
v. Meredith, 49 Md. 389; Bazly v. Buffalo, 14 Hun. 483; Jackson 
v. &. R. Co., 2 Thompson, etc. 953. 

In Holder v. L. B. & M. R’y Co. 71 Il. 109, the plaintiff, 
Holder, a Director, served as Treasurer of the railway company 
from September 1, 1867, to January 31, 1872. No salary had been 
agreed upon for his services. The Board of Directors then al- 
lowed $4000 for the services he had performed to that time. 
A warrant of attorney was issued and judgment entered upon it. 
Upon application of the company that judgment was set aside and 
the company let in to defend. Judgment went against him, 
which was affirmed in the Supreme Court, which says, page 108: 

“Again, they (the Board of Directors) are managing a fund 
as trustees for the stockholders and they have no right to use 
Or appropriate the funds of the cestuz gue trust to themselves. 
They have no power to waste, destroy, give away or misapply it.” 

And there being no legal obligation, the Directors could not al- 
low payment and the judgment was affirmed. See, also, Grzd/ey v. 
lL. B. & M. R’y Co, 72 Ml. 200; Kzerkpatrick v. Penrose, Perry 
Co., 49 Penn. St. 118; Butt v. Woods, 37 N. Y. 317; Holland v. 
gank, 42 Me. 564. 

In Maux Perry Gravel Road Co. v. Branegan, 40 Ind. 361, the 
Board of Directors adopted the following order with reference to 
services then performed: 

‘“ Ordered, the officers of the Maux Perry Gravel Road allow them- 
selves in bonds a reasonable compensation for their services. James 
M. Alexander and P. K. Parr, $100 each; N. S. Branegan, Will Dit- 
mars and Isaac Sawin, $50 each.” 

Branegan brought suit on his $50 bond, recovered judgment, and 
the Supreme Court reversed it. ° 

In J/iénotis Linen Co. v. Hough, 91 Ill. 63 supra, is a case which, 
in its facts is quite similar to this one. Hough was President of 
the company and did a large amount of work for it in the 
management of its business. He testified: “I spent my whole 
time, while I was President of the company, night and day, except 
when superintending farm. I purchased fiber and looked after 
whole business, outside and inside. I averaged about twelve hours 
per day. My services were reasonably worth $5000 for eighteen 
months.” The evidence showed he was also largely engaged about 
his private affairs, looking after his farm and other affairs of his 
own. The by-laws of the Linen Company provided that officers 
should receive such salaries as fixed by the stockholders. The 
other officers of the Linen Company testified that Hough had 
agreed to serve without pay. He recovered for his salary. The 
Supreme Court, on page 67, approves the following instruction as 
given in the lower court: “Or if you shall believe from the evi- 
dence, that it was agreed by the plaintiff and the other officers of the 
defendant, that they should not charge for or receive anv com- 
pensation for their services rendered by them, then the plaintiff 
would not be entitled to recover upon his claim for such ser- 
vices.” And reversed the judgment, remarking that all the officers 
except Hough testified that he agreed to make no charge for his 


® services. 
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So also the doctrine that an agent cannot contract with himself 
against the instructions of his principal, and to the prejudice of 
such principal’s interests, is also elementary and abundantly sup- 
ported by the authorities. It rests upon the most simple and or- 
dinary principles of common honesty. Agency implies trust and 
no man may violate a trust. This doctrine applies to the matter 
of taking unauthorized interest as well as to the purchase of the 
Bourbon County bonds. It is true the testimony as to this last 
transaction shows that the transfer was made after the defendant 
became President and by the then acting Cashier. But the jury 
would be justified in finding that it was by the direction of the 
defendant as President, and was really a purchase by himself as 


an individual, from himself as agent of the bank. This doctrine 
is of universal application. In 1 Story’s Eg. Jurzs., sec. 323, the 
author says: ‘“@On the whole the doctrine may be generally stated 


that wherever confidence is reposed, and one party has it in his 
power in a secret matter for his own advantage to sacrifice those 
interests which he is bound to protect, he will not be permitted to 
hold any such advantage.” 

The doctrine has been applied by this court to dealings between 
an attorney and his client. Yeamans v. James, 27 Kas. 195. To 
contracts made by Directors of a corporation, Ayan v. Ry, 21 
Kas. 365, and is unquestionably applicable to the actions of a 
bank Cashier. J/orse on Banks, vage 196, says: “It has nevér 
been held that the position of the Cashier was precisely that of 
a legal trustee. Yet the qualities of a trust can never be wholly 
wanting where an agent has committed to him the management 
of the property of other persons for definite purposes. To say 
that he cannot, either directly or indirectly use his influence or 
any of his powers to secure advantages to himself, is only to as- 
sert what has never been called in question; and it makes no 
difference that his conduct was not, or was not intended to be 
hurtful to the bank. If he wishes any species of accommodation 
from the bank, even though he might have power to grant the 
same to another, he will not be safe in granting it to himself, 
without express permission from the Board of Directors. The 
familiar rule of agency, that one shall not be agent for another 
party in a contract in which he is himself interested, @ /fortior7 
in which he is a principal on the other side, suffices to prohibit 
this. But further than this, in his own dealings with the bank, 
he is held like a trustee, to exercise a much greater degree of 
scrupulosity and thoroughness of regard for the interests of the 
bank than in the conduct of like dealings had by other people 
with it.” 

In Austin v. Daniels, 4 Den. 299, the court, on page 301, says: 
“Bank officers are but the agents of the corporation, and if they 
transcend or abuse their powers, are as much responsible to their 
principals as are the agents of an individual. This ought to be 
regarded as too plain to require argument or authority and I shall 
offer none.” 

In TZorrey v. Bank of Orleans, 9, page 649, the court says, on 
page 663: “It is a settled principle of equity that no person 
who is placed in a situation of trust or confidence in relation to 
the subject of a sale can be the purchaser of the property on 
his own account, and in the recent case of Greenlaw v. King, de- 
cided in the Court of Chancery in England, in January, 1841, 15 
Lon. jur.18; Lord Cottenham held that the principle was not con, 
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fined to a particular class of persons, such as guardians, trustees,. 
or solicitors, but was a rule of universal application to all persons 
coming within its principle, which is that no party can be permitted 
to purchase an interest where he has a duty to perform that is in- 
consistent with the character of purchaser.” 

See, also to the same effect, Autts v. Wood, 37 N. Y. 317; Rod- 
inson v. Smith, 3 Paige 222; Hale v. Bridze Co. 8 Kas. 466; 
Gardner v. Ogden, 22 N. Y. 327; Goodin v. Cincinnati and White- 
water Canal Co. 18 O. S. 169; Koehler v. Black. River Falls Tron 
Co., 2 Black U. S. 715. The last case, from the highest court in 
the land, declares that “the officers and directors of a corporate 
body are trustees of the stockholders and in securing to them-. 
selves an advantage not common to all the stockholders they 
commit a plain breach of duty.” Also Pzerce on R. R. P., 39; 
Hoffman Steam Coal Co. v. Cumberland Coal and Iron Co., 16 Md. 
456; G CG. & S. S. R. Co. v. Kelly, 77 Ml. 426; Flint and Pere 
Marquette R. R. Co. v. Dewey, 14 Mich. 477; The People v. The 
Township Board of Oveoyssel, 11 Mich. 222; Minor v. The Me- 
chanics Bank of Alexandria, 1 Pet. 46. 

We have cited these authorities, not because the two proposi-. 
tions above stated needed support, but as indicating to what ex- 
tent they have been carried. Further they prepare for a better 
appreciation of the defences presented. If we were to follow some 
of them to their full extent, we might safely concede the prem- 
ises of defendant’s argument and still deny his conclusions. Thus,. 
if the Directors have no power to bind the corporation by a di- 
rect vote granting pay, for past services in any capacity, to one 
of their number who agreed to serve without compensation, 4 
fortiort the corporation is not concluded by a presumed ratifica- 
tion through a supposed knowledge and acquiescence on the part 
of such Directors. What cannot be done directly through lack of 
power is never accomplished indirectly by silence, acquiescence and 
ratification. But let us examine the argument of defendant. It 
may be stated briefly thus: The Directors might by a prior vote 
have authorized everything that defendant did. That which they 
could authorize they can ratify. They are conclusively presumed 
to know the general condition and management of the bank, and 
included in this, the receipts and disbursements as in fact madé 
and as shown by the entries on its general books. Therefore, the: 
Directors. knew what defendant was doing and acquiescing therein, 
they ratified his actions. We think this argument as applied to 
the facts of this case is open to several objections. The testi-- 
mony shows, or tends to show at least, that in fact the Directors 
did not know what defendant was doing, and did _  not,. 
therefore, consciously approve and ratify his actions. Now 
this legal imputation of knowledge cuts both ways. If the Di-. 
rectors are, because they are Directors, conclusively presumed to. 
know what he, as. Cashier, is doing and omitting to do; then, 
likewise, he as a Director is conclusively presumed to know what 
the other Directors, as individual officers, and what the Board of 
Directors, as a whole, are doing or omitting to do. If they know 
that he is taking funds of the bank without authority, he knows. 
that they do not ratify it. He knows their acts and omissions 
as well as they his. Indeed, it is more justly and certainly to be 
presumed that one Director knows what his fellows, single or as 
a board, are doing or omitting, than that the board should know 
what an executive officer or clerk is doing or omitting. This im- 
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putation of knowledge is, of course, a mere legal fiction and it 
makes against, as well as for, the defendant. If it is good in favor 
of a Director it is equally good against him. In short, it leaves 
the parties to rest their rights and liabilities on the actual facts 
of authority and conduct. Again, conceding that the legal pre- 
sumption of knowledge is supported by proof of actual knowledge 
and still ratification would not follow as matter of law. The Di- 
rectors may know that a Cashier is disobeying the rules of the 
bank, and still a failure to take immediate action in disavowal 
does not as matter of law operate to ratify and validate such ~* 
disobedient act. Knowledgz and failure to act may be evidence, 
sometimes very strong and conclusive evidence of ratification; 
but, still it is only evidence tending to prove a fdct and which 
with other testimony bearing upon the same fact is generally to 
be weighed by the jury rather than by the court. If the act is 
done under a mistaken belief in the existence of authority, then 
knowledge with acquiescence for any length of time tends strongly 
to prove ratification. But if the authority is known to be want- 
ing; if further, the act is known to be expressly forbidden and to 
be directly and substantially prejudicial to the interest of the 
bank, then a failure to take active measures in disavowal may be 
weak and inconclusive evidence of a ratification. Take the case 
at bar for illustration. Ignore all matter of presumption and 
assume that actual knowledge was conclusively proved. Then if 
from a misunderstanding as to the real argument or upon a sup- 
posed authority defendant charged up his salary on the books of 
the bank and took the money therefor, and the Directors, fully 
aware of this condition of things, made no objection for a series 
of months, such acquiescence would make strongly in favor of the 
correctness of defendant’s understanding of the agreement, and 
would be very conclusive evidence of a ratification of his action. 
But if both he and they knew that the agreement was plainly 
that he should act as Cashier without other compensation than 
office, desk, and safe room for his private business, and that not- 
withstanding this, and without pretense of right, he charged up a 
salary and took the money therefor, then the failure of the Di- 
rectors to act is far weaker evidence of ratification. It does not 
tend to show what was the real agreement, for by the supposi- 
tion both parties knew the agreement and that it forbade the de- 
fendant’s act. Instead of being a ratification of an authorized act 
it may have been a mere tolerance of a known wrong and this in 
consequence of the present pressure of other and more im- 
portant considerations. Where both parties know that an act is 
wrong the failure of one to object to or reject it, does not make it 
right for the other. 

But what is ratification? Counsel fcr plaintiff in error say it is 
the acceptance by a principal of the acts of one who without 
original authority acted with third parties, in the name of such 
principals; that it is, therefore, only a branch of the doctrine of 
principal and agent. This is too limited. Burrill, in his Law 
Dictionary, says that ratification is the confirmation of a previous 
act done either by the party himself or by another. That it is 
the confirmation of a voidable act,” and cites as authority, Story 
on Agency, sec. 250 and 251; and also, 2 Kent's Com., p. 237. 
One of those citations treats of the relations of principal and 
agent, the other of the confirmation of the acts of an infant by 
himself after becoming of age. Bouvier, in his Law Diéctionary, 
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gives similar scope to the meaning of ratification. We _ think, 
therefore, it will not do to say that it is strictly a branch of the 
doctrine of principal and agent. It is the confirmation of a voidable 
act. It is entirely immaterial what that is which renders the act 
voidable; whether a lack of present power to make a valid contract 
as in the case of infancy, or because of fraud and misrepresentation 
on the part of the other contracting party, or because it is the -un- 
authorized attempt of an assumed agent to bind his _ principal. 
Wherever there is a voidable act, confirmation of that act by the 
party assumed to be bound is in law a ratification. But in order to 
constitute a valid ratification there must be knowledge. In Bou- 


viers Law Dictionary, the author says: “The ratification must be 


voluntary, deliberate, and intelligent, and the party must know that 
without it he would not be bound.” In Story on Agency, sec. 239, 
the author says: “Where the principal upon a full knowledge of all 
circumstances of the case deliberately ratifies the acts, doings or 
omissions of his agent, he will be bound thereby as fully to all in- 
tents and purposes as if he had originally given him direct author- 
ity in the premises to the extent which such acts, doings, or omis- 
sions reach.” Citing Hardeman v. Ford, 12 Ga. 205; Béllings v. 
Morrow, 7 Cal. 171; Ratlroad v. Gazzan, 32 Penn. 340. Again, 
“while the act of an agent, though unauthorized at the time, may 
become binding upon the principal by ratification and adoption, to 
make such ratification effectual, it must be shown that there was 
previous knowledge on the part of the principal of all the material 
facts and circumstances attending the act to be ratified, and if the 
principal assents to the act while ignorant of the facts attend- 
ing it, he may disaffirm it when informed of such facts.” Express 
Co. v. Trego, 35 Mo. 47. See also, Combs v. Scott, 12 Allen 464. In- 
deed, in the very nature of things this must be true; the effect of 
ratification is to create a contract; but, a contract implies assent ; 
and how can there be assent without knowledge? That by all the 
books is one of the essentials to a contract, and this brings us to 
the inquiry as to the matter of knowledge. 

Assuming that these acts of the defendant are shown to have been 
done without previous authority, they would be binding on the bank 
Only, because ratified by it, and no ratification is proven unless 
knowledge is shown. The Directors constitute the governing body 
of the bank. The bank itself being an incorporeal entity without 
power to see or know. The directory constitute the visible represen- 
tative, the thinking, knowing head of the bank. Its knowledge and 
purpose is the knowledge and purpose of the bank, and here we 
meet the proposition upon which the defendant rests; that the Di- 
rectors are in law conclusively. presumed to know the condition ot 
the bank, its business, receipts and expenditures, and all the general 
facts which go to make up that condition and business as shown by 
the entries on its regular books, and in support of this proposition 
the cases of the Baxk v. Rudolph, 5 Neb. 527; Rich v. Bank, 7 Neb. 
201; Bank v. Wiulfekuhler, 19 Kas. 60; Arlington v. Pterce, 122 
Mass. 270; Dunn v. Andrews Church, 14 John. 118; Bank v. Dana- 
ridge, 12 Wheat. 64; Morse on Banks and Banking, pp. 90 and 91; 
Bigelow on kstoppel, 1 ed. p. 349, and Green’s Brice’s ultra vires, 1 ed. 
chap. 6, are cited. In Neb. supra, it is said “it is insisted that be- 
ing the Vice-President, and one of the Directors of the bank, he 
was in a situation which required him to vow the condition of its 
business and must be conclusively presumed to have known whether 
said note had been paid or not.” Nocase directly in point has been 
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cited, but we apprehend that the rule contended for is the correct 
one. in Morse on Banking, pp. 90-91, the author thus states the 
rule: “The general control and government of all the affairs and 
‘transactions of the bank rest with the Board of Directors. For such 
purposes the Board constitutes the corporation, and uniform usage 
imposes upon them the general superintendence and active manage- 
ment of the corporate concerns. They are bound to know what is 
done beyond the merest matter of daily routine, and they are bound 
to know the system and rules arranged for its doing,” and in Bige- 
low, supra, we find the doctrine thus laid down, “in accordance 
with the principles in the principles in the above cases, Directors 
of corporations, being bound to know the proceedings of the body, 
cannot escape an estoppel by the allegation of ignorance,” and in 
the case from our own court, Mr. Justice Valentine uses this lan- 
uage: “For while we assume as a matter of fact, that Wulfkuhler 

new nothing of the condition or management of the bank, and 
nothing of the condition of Herman’s account with the bank; yet, 
still as a matter of law, we think we must presume that he knew all 
about these matters. He was a Director and the Vice-President of 
the bank and it was his duty to have such knowledge, and, there- 
fore, the law will conclusively presume that he had it.” These au- 
thorities abundantly establish the proposition that there is as to the 
directory, a certain legal presumption of knowledge as to the transac- 
tions, business, and condition of the bank, which is conclusive upon 
the bank and against the existence of which, as a matter of fact, no 
testimony will be received. Upon this doctrine rests substantially 
the burden of the defence. We are not disposed to limit or restrict 
the scope of this doctrine. It is one founded in public policy, essen- 
tial to the safety of third.parties in their dealings with the bank and 
to the protection of the stockholders interested in the welfare and 
safe management of the bank. So far as is necessary to accomplish 
these results, it should be carefully and strictly upheld; but it 
should not be carried beyond this or to such an extent as to work 
injury to the bank. Its purpose was to impose the strictest fidelity 
and watchfulness upon the Directors, as custodians of a most im- 
portant and delicate trust; a purpose which would be thwarted if 
it was turned into an instrument of injury and destruction to the 
bank and its stockholders. The directory, as has been said, is the 
visible representative of the bank. Persons dealing with it meet 
only this visible representative and have a right to presume that 
it knows all the affairs of the bank, all that the bank as a 
principal ought to know of its condition and .business. On the 
other hand the stockholders and depositors, the persons who are 
pecuniarily interested in the safe management and prosperity of 
the bank, look to the Directors as the chosen guardians of their 
interests, and have a right to demand of them that they watch 
over all those interests in their minute details. So that all of these 
parties have a right to assume that the Directors know all the 
transactions, business, and condition of the bank; because they 
ought to know them, and because otherwise they do not discharge 
their full duties to these various parties. But as to an officer 
and Director the reason for this conclusive presumption fails, and, 
therefore, the presumption itself should not be held to exist. 
Upon the defendant, as a Director and officer, rests the same measure 
of responsibility as upon all the other officers and directors. He is 
presumed to know as much as they are presumed to know. He 
is within the inner circle of the bank’s life, and by ordinary 
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attenuon may in fact know all that is necessary to govern his 
action or to measure his duties and obligations. Presumptions are 
for the benefit of those outside, who cannot in fact know and who 
must rely upon the representations and acts of those inside. But for 
those inside the bank, there is no need of any presumption, and for 
the simple reason that they are where they may in fact know. 
Again, the successful management of a bank requires the fullest con- 
fidence and co-operation between the Directors and employees. Every 
fact which each knows, which the other ought to know, should be 
told. No one has a right to withhold a fact within his own 
knowledge, of interest to the bank, and which ought to be known, 
by any other officer or Director, and no rule is wise or should 
be upheld which encourages secrecy in such matters on the part of 
any officer. If a Cashier is taking money, — it as salary, he 
ought to see to it that the Directors know the fact, and no rule 
should be tolerated which makes it profitable for him to take the 
money secretly and without their knowledge. Again, no_ officer 
should be permitted to enforce his own wrong against his princi- 
pal, the bank, through the inattention or neglect of any other 
agent of the bank. Clearly one agent cannot empower another to 
do wrong. Can the inattention and neglect of the former make 
the wrong of the latter effective and remediless? JA/znor v. Bank, 
1 Peter 46. Any other rule would put it in the power of the 
officers of the bank to plunder it enormously in safety. Let the 
bookkeeper and cashier of any bank combine, and it is easy to see 
how they could for a —— of time continue plundering the bank 
unknown to any one, and this though every transaction should 
be entered on the books of the bank. This, which is so obviously 
possible as a mztter of fact, not unfrequently occurs. In _ such 
cases can it for a moment be held that the ignorance of the 
directors condoned the wrong, or leave the bank without remedy? 
This, it may be said, is a glaring illustration, but the principle 
which underlies this is the same as that controling the case at 
bar. If, as a matter of fact, defendant took the office of cashier 
upon an express contract to receive as compensation therefor 
nothing but office, desk and safe room for his private business and 
did, notwithstanding this contract, without the knowledge and au- 
thority of the Board of Directors, take the money he is charged 
to have taken, it was as unmistakable and glaring a violation of 
official duty, as gross a wrong, upon the bank and its stock- 
holders, as though a cashier and bookkeeper should combine and 
surreptitiously take from the vaults of the bank the money placed 
with it by the depositors. The cashier prior to the defendant was 
allowed a salary of $1800. Supposing he had taken $5000 out 
of the vault and charged it to himself on the books of the bank 
as salary and the entry had escaped the notice of the directors 
for a length of time, could not the bank show the fact and re- 
cover the excess, or would the ignorance and carelessness of the 
directors be equivalent to voting him a salary of $5000? Public 
policy unquestionably withholds its sanction from any doctrine 
which will work out such pernicious results. It sustains the doc- 
trine of imputed knowledge on the part of the directors only so 
far as will protect the dealings of third parties with the bank, or 
will prevent the bank from suffering through inattention or wrong 
from the directors themselves, and will not carry it to the inner 
management of the bank, or prevent full inquiry as to the facts 
of any transaction therein, or the actual authority for any act 
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done by its officers. We think, therefore, the principal ground for 
the defence cannot be sustained. As to the other, little need. be 
said. The fact that the defendant owned four-fifths of the stock 
did not authorize him to do with the assets of the bank what 
he pleased. The directors of the bank, and not he, acted for it. 
His ownership of the stock gave him voice only in electing the 
directors. When elected his control of the actions of the bank 
ceased. If he had taken moneys which belonged to the bank he 
could not defend against an action brought bv it to recover such 
moneys, by proof that he owned four-fifths of the stock. Unless 
‘he owned all the stock he could not condone his, own wrong or 
prevent the bank from recovering the full amount and thus pro- 
tecting the interests of the lesser stockholders. In Hazard v. 
Durant, 11 R. I. 196, a suit was brought by a_ stockholder to 
compel the president to account for funds belonging to the com- 
pany which the president had converted to his own use. The de- 
fendant plead a ratification, but the court said: “To hold that a 
corporation could gratuitously condone or release such a fraud by 
anything short of unanimous consent, would be monstrous; for it 
would be in effect to hold that a president or director who can con- 
trol a majority vote in the corporation may rob or despoil it with 
impunity.” In Bayshaw v. Rk. R. Co. 7 Hare 129, the Vice Chancel- 
lor, says: “I think the plaintiff in this case has shown that the 
Directors have misapplied and are about to misapply the {£ 100,000, 
I have adverted to; that is, £100,000 raised under the Hadleigh 
Act. No majority of the shareholders, however large, could sanction 
the misappropriation of this portion of the capital. A single dis- 
senting vote would frustrate the wishes of the majority. Indeed, in 
strictness, even unanimity would not make the act lawful.” 

See also Kent v. Mining Co. 78 N. Y. 159. And if defendant 
could not defend against the action of the bank by proof that he 
owned four-fifths of the stock, if the bank had a cause of action 
notwithstanding such ownership, we fail to see any principle upon 
which his sale of the stock destroyed the bank’s right of action or 
gave him a new defence. It follows from these considerations that 
the district court erred in sustaining the demurrer to the evidence 
and that the judgment must therefore be reversed and the cause 
remanded for a new trial. 

As this case goes back for a new trial we desire to add, to guard 
against any fhisconception, that we do not agree: with all the 
authorities heretofore cited as to the lack of power on the part of 
the directors to appropriate money in payment of the salary of the 
Cashier or other officer after the services have been rendered, 
and in cases when such Cashier or officer happens to be a Direc- 
tor. We think the rule is, in the absence of positive restrictions, 
that, where no salary is prescribed, one, appointed to an executive 
office like that of Cashier, is entitled to reasonable compensation for 
his services, and that the Directors have power to fix the salary 
after the expiration of the term of office, and this, though such 
appointee is also a Director and continues to be such while holding 
the independent Office. 

Again, while we do not think it can be said as matter of law that 
the Directors are conclusively presumed to know the general busi- 
ness and condition of the bank, as shown by the entries on its 
books in a case of this kind, and thus to ratify the action of the 
Cashier in fixing his own salary, and in taking the funds of the bank 
in payment thereof, yet. we think a question of fact may often be 
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presented which is fairly to be submitted to a jury for its deter- 
mination; and that is, whether independent of any proofs of actual 
knowledge, the action of the Cashier has not been so open and long 
continued, and under such circumstances, that it may be inferred as 
matter of fact that the Directors assented to the payment of such 
salary. We think the question is rather to be treated as a question 
of fact, and to be determined by a jury as to whether the bank 
acquiesced in and ratified’ the action of the Cashier, than to be 
disposed of as a question of law and dependent upon a purely legal 
presumption. 

We do not care to pursue the discussion further. The judgment 
will be reversed and the case remanded for a new trial. 


a 


LEGAL MISCELLANY. 


MUNICIPAL CORPORATION—WRONGFUL CANCELLATION OF STOCK 
BY.—Where a city had wrongfully cancelled certificates of its stock 
belonging to a minor, upon assignments which were afterwards dis- 
covered to be forgeries, and had issued new certificates of the stock 
to the holders who had presented the certificates for cancel- 
lation and transfer, Ze/d, that the city should replace the certificates 
of stock belonging to the minor, and pay to his guardian all 
arrears of interest due. Brown v. Howard Fire Ins. Co., 42 Md. 
384; Hambleton v. Central Ohio R. Co., 44 id. 551; Telegraph Co. v. 
Davenport, 97 U. S. 369. Maryland Ct. of Appeals, June 30, 1881. 
Mayor of Baltimore v. Ketcham, 57 Md. 23. 


NATIONAL BANK—RATE OF INTEREST FOR LOAN BY.—The National 
Banking Act provides thus, ($30): “Every association organized 
under this act may take, receive, reserve, and charge on any loans 
interest at the rate allowed by the laws of the State or territory 
where the bank is located, and no more; except that where, by the 
laws of the State, a different rate is limited for banks of issue or- 
ganized under State laws, the rate so limited shall be allowed every 
association organized in any State under this act. And when no 
rate is fixed by the laws of the State or Territory, the bank may 
take, receive, reserve, or charge a rate not exceeding seven per 
centum.” The statutes of California provide thus (Civ. Code, § 1918): 
“Parties ‘may agree in writing for the payment of any rate of in- 
terest, and it shall be allowed according to the terms of the agree- 
ment until the entry of judgment.” AHe/d, that National banks in 
California are allowed to receive such interest as may be agreed 
upon. Hinds v. Marmolejo. California Sup. Ct. 


CHATTEL MORTGAGE—RIGHTS OF INDORSEE OF NOTE SECURED 
BY.—The indorsee of a negotiable promissory note, secured by a 
chattel mortgage which was transferred at the same time the 
note was indorsed, but not assigned in writing, cannot maintain 
replevin in his own name for the mortgaged property against the 
mortgagor. Authorities referred to: /Pzerce v. Stevens, 30 Me. 184; 
Pickard v. Low, 15 id. 48; Lzncoln v..White, 30 id. 291; Prout v. 
Root, 116 Mass. 410; Homes .v. Crane, 2 Pick. 610; Vose v. Handy, 2 
Me. 322; Robdins v. Bacon, 3 id. 346; Crazn v. Paine, 4 Cush. 483, 
Maine Sup. Jud. Ct., Feb. 20, 1882. Ramsdell v. Tewksbury, 73 Me. 


197. 
5° 
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AGENCY—AGENT TO BUY HAS NO PRESUMED AUTHORITY TO 
OBTAIN CREDIT.—An agent to buy wheat or other grain must, in 
order to bind his principal, who furnishes in advance the funds to 
make the purchases, buy for cash, unless he has express power to 
buy upon credit, or unless the custom of the trade is to buy upon 
credit; and in the absence of express authority, or proof of the 
custom of the trade, to buy on credit, such agent cannot bind his 
principal by a purchase upon credit of a person who is ignorant 
of his real authority as between himself and his principal. Paley, 
Ag. 161, 162; /Jacgues v. Todd, 3 Wend. 83; Schimmelpennick v. 
Bayard, 1 Pet. 264; Story, Ag., $$ 225, 226: Berry v. Barnes, 23 
Ark. 411; Stoddard v. Mcllvain, 7 Rich. (S. C.) 525; Whart. Ag,, 
$186; Adams vy. Boers, 24 lowa, 96; Tabor v. Cameron, 8 Metc. 
456; Temple v. Pomeroy, 4 Lay. 128; Bank v. Bugbee, 1 Abb. App. 
Cas. 86. Kamarowskt v. Krumdick, Wis. Sup. Ct. 


NEGOTIABLE INSTRUMENTS—SURETY—CONTRIBUTION.—In the ab- 
sence of a special agreement, the legal liability of the parties to 
a promissory note is to be determined by the relation they bear 
to the note, and the fact that one of them was the principal 
debtor and the others signed for his accommodation, will not 
change this rule or make the latter co-sureties as to each other. 
Hence, where one of two accommodation signers executed a note 
as joint maker with the principal debtor and the other as payee 
and indorser, and there was no special agreement between them, 
held, that the former could not, atter paying the note, call upon 
the latter for contribution. McCune v. Belt, 45 Mo. 174. Missouri 
Sup. Court. Aillegas v. Stephenson. To appear in 75 Mo. 


DAMAGES—UPON UNAUTHORIZED SALE OF STOCK BY BROKER.— 
Defendants purchased and agreed to carry for the plaintiff until in- 
structions were given by him to sell, or for a period of six months, 
a quantity of stock. No money was paid by plaintiff nor was he 
liable to pay, but a guaranty was given to defendants by another 
party against loss. The guarantor notified the defendants that he 
withdrew his guaranty, upon which they gave notice thereof to plain- 
tiffs and that unless he placed a margin in their hands at a time 
named upon the next day, they would close out the stock at that 
time. This not being done the stock was sold. In an action for 
the breach by defendants of their agreement, it appeared. that for 
thirty days after the sale the same stock could have been purchased 
in the market for the’ price at which it was sold or for a‘less sum. 
Held, that assuming the sale to have been unauthorized, plaintiff was 
entitled to recover only nominal damages. In Baker v. Drake, 53 
N. Y. 211, it was held that where a broker purchases stock upon a 
margin for a customer and makes an unauthorized sale of the same, 
the principal has a right to disaffirm the sale and to require the 
broker to replace the stock, and upon failure or refusal to do this 
the remedy of the principal is to replace it himself and the ad- 
vance in the market price from the time of the sale up to a reason- 
able time to replace it after notice of the sale, affords complete 
indemnity and is the proper measure for damages. This rule applies 
to the case at bar. See also Baker v. Drake, 66 N. Y. 523; Gru- 
man v. Smtth, 81 id. 25. #Fhere was no question as to reasonable 
time to go to the jury. Judgment affirmed. Co/¢ v. Owens. N. Y. 
Ct. of App. 
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CURRENT EVENTS AND COMMENTS. 


THREAD INDUSTRY. 


The thread industry of the United States, which dates from 
1855, shows wonderful growth. The consumption of thread of the 
best grades in the United States is 21,000,000 spools per annum. 
American manufacturers turn out daily 12,000 dozen spools con- 
taining 200 yards each, which is far from meeting the demand, 
and European manufacturers find a large market here. The manu- 
facture of spools has become a large industry, for besides supply- 
ing domestic thread-makers with spools, which consume 3000 to 
4000 cords of wood per annum, the foreign thread-makers purchase 
American spools, and in many cases wind their thread here, by 
which they escape paying a higher duty. American thread-makers, 
however, claim to be able to undersell them. 


WASTE OF COAL. 


A Pittsburgh citizen declares that four million dollars worth of 
coal is wasted each year in the mining operations of that district. 
His explanation of his assertion is that beneath the vein of coal, 
in that vicinity, averaging four and a half feet, is a seam of what 
is called ‘“ bottom coal,” eighteen inches thick. This coal, which 
is somewhat. softer than the regular vein; is never taken out of 
any part of the mine except the entry. After a room is worked, 
this coal cannot be removed with safety. In a mine where a hun- 
dred men are at work, it is estimated that the waste is three hun- 
dred tons a day. The pillars which support the roof, the smallest 
of which contains three tons of coal, and some of them twenty 
tons, are also abandoned. Congress or the legislatures, this ex- 
pert suggests, ought to compel operators to remove all the prod- 
uct of their mines, including what is known as “slack,” millions 
of tons of which have accumulated on the hills about Pittsburgh. 
The result would be a benefit to owner, miner, and consumer. 


. SOUTHERN C/RCULATION OF SMALL COINS. 


Southern newspapers occasionally urge their readers to adopt the 
small-coin system of making change which is in vogue in the rest 
of the country, except in the States of the Pacific coast. The efforts 
in both of these sections to bring one and two-cent pieces into gen- 
eral use as they are in the East have not been successful. In Cali- 
fornia there is even a scarcity of five-cent pieces. Prices and wages 
are much higher than here, and in the South there is a general feel- 
ing that to accept change for a nickel savors of meanness. “ We 
are not a two-cent people,” Southerners occasionally say. It is a 
fact that a traveler who does not make himself obnoxious finds no- 


where in this country so hearty and generous hospitality as in the 


South, but the sentiment which makes circumspection synonymous 
with niggardliness is unquestionably misconceived. Daily newspapers 
in the South, which in New England would sell for a penny or two, 
go for five cents; to buy a three-cent stamp a two must be ac- 
cepted in change; New York manufacturers of penny wares put 
them into five-cent packets for most of the trade below Mason and 
Dixon’s line.- Nearly everywhere there a cent piece is a rarity, and 
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in some of the towns not reached by a railroad it is a curiosity. 
Prejudice may have something to do with the Southern aversion to 
small coins, but the principal reason is probably to be found in the 
shiftlessness of the black population. They know nothing about 
economy, and apparently don’t care to learn it. Storekeepers in 
towns where the blacks predominate feel no necessity for any coin 
less than the nickel. The constant fight of Boston against the ex- 
tra cent for car fare may seem small business to a Southerner, but 
to a working man saving is-of more importance than a fanciful prin- 
ciple. In the course of a year the loss to purchasers through ina- 
bility to get exact change is very considerable. The South is mak- 
ing rapid growth in manufacturing and agricultural industries, and, 
as experience shows that economy always accompanies these inter- 
ests, it will probably not be long before the circulation of small 
coin there will be proportionately as large as it is in the East. 
— Stockholder. 
CENTRAL AMERICAN PROGRESS. 


As a whole, the live little republics of Central America—Guate- 
mala, Salvador, Honduras, Nicaragua, and Costa Rica—are peace- 
ful and prosperous. The first-mentioned is the most populous, 
but Salvador is at present the wealthiest and most progressive. 
All have railroad projects in course of construction which will 
materially aid in developing their resources, not only providing 
means of communication through regions heretofore almost impass- 
able, but enabling the inhabitants to reach a market. The latter, 
however, are for the most part of Indian blood, naturally indo- 
lent, and do not readily take advantage of the rich soil and 
valuable mineral deposits with which they are favored. The rail- 
roads are built almost exclusively with English capital, with roll- 
ing stock supplied from the United States. A gentleman long 
identified with these countries, and who has officially represented 
some of them in New York for many years, volunteers much in- 
formation concerning their material resourcés and commercial prog- 
ress. He is not sanguine of rapid development, but has reason 
to believe that under the operation of a better government, and 
favored with improved facilities both for land and ocean transport 
they will, in the course of a few years, acquire a commercial im- 
portance far exceeding anything yet realized. The approximate 
value of the imports and exports of Central America are: 





Invoice Invotce 
CosTa RICA. amine SALVADOR. an ney 
Export eeeereeseee $ 3,000,CO0O eres Export Se gE ated $ 5,000,000 
Import eeceeceseces 2,500,000 cece Import rep ea eae 3,000,000 
NICARAGUA. , 
GUE .cpeescevee 2,500,000 bens GUATEMALA. 
Skicsseness 2,000,000 iE 
ere .« 4,000,000 
HONDURAS. eee 3,000,000 
Export....... ... 2,000,000 when 
BES cccdvccess 2,000,000 ; a $ 28,000,000 


Of this the United States receive and send about $ 2,000,000, 
and Europe the rest. The population of Guatemala is 1,500,000; 
Salvador, 800,000; Honduras, 600,000; Nicaragua, 600,000, and 
Costa Rica, 250,000. The yearly revenue amounts in the aggregate 
to $15,000,000. In the year 1850 the total revenue of the five 
States was only about $3,000,000, and their foreign commerce 
amounted to about $4,0c0,000, invoice value. A careful observer 
will see that Guatemala has not as large a trade’in proportion 
to her population as the other States. This is because more than 
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a million of her inhabitants are relatively idle Indians. They have, 
however, under a strong Government, been gradually becoming in- 
dustrious. Most foreigners in Central America, and particularly 
those who have taken an active interest in the development of 
these immensely rich sections of the American Continent, favor 
strong autocratic Governments. They do not believe that the 
““mixed races” can prosper under any other system. 


LIGHTING RAILROAD CARRIAGES. 


The system of lighting railway carriages by electricity seems, so 
far as it has been tried, to be fairly successful. On the Eastern 
Railroad of France there is a Gramme dynamo machine driven by 
the locomotive and Faure accumulators. To these has recently been 
added an “automatic interrupter,” the action of which is to break 
all communication between the Gramme machine and the accumula- 
tors when the speed of the train descends below the normal. Fur- 
ther, if the lamps are lit at such a time, or when stoppage occurs, 
the automatic apparatus substitutes the accumulators for the ma- 
chine, or reciprocally; the moment of change is not perceptible. 
When the train is running without the lamps being lit, the Gramme 
machine charges the accumulators exclusively; when the train is 
lit, the machine feeds both the lamps and the accumulators. It is 
only when the illuminated train slackens speed or stops, that the ac- 
cumulators supply the current required by the lamps, and this is 
restored when the train has resumed its normal speed. Thus the 
accumulators are not so cumbrous as if they had sufficient capacity 
to feed the lamps during the whole journey. There is a Swan lamp 
in each compartment. The train is lit by the guard on entering a 
tunnel. The cost for an ordinary train of thirty-six lamps is about 
twelve francs a day, whereas the lighting with oil cost thirty-six 
francs, and was very imperfect. 


ENGLISH YOINT-STOCK COMPANIES, 


Returns from England show that joint-stock companies with a 
capital of over $500,000,000 were organized in the United Kingdon 
during the last half year. Electric-light companies are conspicuous 
in the list. A few banks with nominal large capitals were organized 
among which wére the Bank of Liverpool, $25,000,000, and Union 
Bank of London, $55,000,000. The total number of companies or- 
ganized was 742, against 729 for the first six months of the year 
1882, or a total for the whole year of 1471. In 1881 there were 1833, 
with a nominal capital of $835,000,000. In speaking of these figures, 
‘the Jnvestors Guardian says: “ Never before, since the Joint-Stock 
Companies’ Act became law, have anything like the above figures 
been reached, but it will be understood that, though £ 216,561,926 is 
the enormous total of the nominal capital, subscriptions were not act- 
ually invited from the public for this amount, as in many cases there 
were first issues of only the one moiety or even less of the share 
capital. Moreover, we have reason to believe that in an unusually 
large number of instances the investing public declined to respond 
to the invitation of promoters, and the undertakings accordingly fell 
still-born, though there are unfortunately no data available from which 
to demonstrate the accuracy of this opinion. As in previous years 
also, directors have too often, doubtless, been found ready to go to 
allotment with an amount of subscriptions in hand wholly inadequate 
to carry out effectually the objects set forth in the prospectus, and 
the necessary result must sooner or later be disappointment and dis- 
aster to the shareholders.” 
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MINING IN PRUSSIA. 


Mining in Prussia is making gigantic strides, and makes Germany 
an easy third in the world, Great Britain being first and this coun- 
try a good second. The total product of all the 1879 Prussian mines 
in 1881 was 60,350,787 metrical tons, valued at $81,589,500, against 
57.7 million tons, rated at seventy-eight millions in 1880. The 
Prussian mines employ 258,857 persons. Germany is now wholly or 
nearly independent of English iron and steel, and has become a 
large exporter of -montane products, with the exception of the pre- 
cious and some minor metals. 


GROWTH OF THE WORLD'S WEALTH. 


While the amount of first-class security has been steadily de- 
creasing, the wealth and population of the world has been as steadily 
increasing, and continues: “In the United Kingdom, the United 
States, and to a less extent in the principal countries in Europe, 
wealth has been growing during the past generation at an un- 
precedentedly rapid rate. It is estimated by high authorities that 
between 1865 and 1875 the growth of wealth in the United King- 
dom was at the rate of £200,000,000 a year, and probably the 
rate in the United States was not much less. Even if we as- 
sume that the rate of growth since 1875 has slackened, there can 
be no doubt at all that the accumulation of wealth has continued 
at a very rapid rate, not only here at home, but in all the more 
advanced countries of the world. And some portion of this an- 
nually saved wealth must have been invested in Stock Exchange 
securities. The larger part, no doubt, went to extend business, to 
improve land, to build houses, to construct public works, and so 
on, but some portion of it was invested in Stock Exchange se- 
curities. And the steady investment of new ,wealth year after 
year has had a great effect upon the prices of securities. While 
there has been a great diminution in the debts of the United 
States and of the United Kingdom, there has been in another 
way a diminution in the securities held in the richer countries, 
owing to the accumulation of wealth in the poorer ones. For ex- 
ample, until lately the bonds representing the debt of Italy were 
chiefly held abroad, and more particularly in France. It is said, 
however, that the growth of the wealth of Italy of late years has 
been such that the Italian people have been able to buy from 
foreigners a large portion of the Italian bonds held abroad. This 
has had the necessary effect of diminishing the supply of securi- 
ties in England, France, and Holland, where the Italian bonds 
were chiefly held. And in less degree, the growth of wealth in 
other backward countries has been acting in the same way. Each 
country invests by preference in its own securities, and as the 
wealth of each country increases, the supply of foreign bonds in 
the more advanced countries diminishes. Thus the permanent 
tendency is toward a rise in the prices of safe Stock Exchange 
securities. This tendency must naturally continue to gain force, 
though it may be checked every now and then, until, from some 
cause or other, there is a large creation of new first-class securi-. 
ties. A war, for example, involving several great European coun- 
tries, would lead to large loans—that is, to the creation of new 
Stock Exchange securities of the first-class—and would thus tend to 
lower prices, while the destruction of wealth by the war would lessen 
the growth of wealth, and would also have a tendency to lower 
prices.” 
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HISTORY OF THE CITY OF GLASGOW BANK 
FAILURE. 


The liquidation of the City of Glasgow Bank, which failed five 
years ago, having just been completed, this is a fitting time to recall 
the history of that gigantic financial disaster and the efforts put 
forth to liquidate the debts of the bank. Only a Scotchman can 
fully realize the complete and implicit confidence reposed by the 
Scottish people in their banks, or the effect of the blow dealt by 
the news that one of them had closed its doors. When the City 
of Glasgow Bank failed, in 1878, the calamity was practically un- 
precedented. Men whose memory reached back more than twenty 
years could, indeed, recall the shock of astonishment and ap- 
prehension that passed through the community when the Western 
Bank failed to meet its obligations. But there were exceptional 
circumstances in that case which made it possible to distinguish 
broadly between the insolvent concern and others of a similar kind. 
The loss, moreover, under the then existing law, fell chiefly and 
almost exclusively upon a single exceedingly wealthy firm, so that 
the process of liquidation was really little more than a transfer of 
liabilities from one debtor to another. The City of Glasgow’ bank 
stood upon a totally different footing. It was one of the recognised 
members of the great banking fraternity which has done so much 
for Scotland, and which enjoys a _ reputation perhaps greater even 
than its deserts. The bank had branches all over the country, and 
its notes were part of the ordinary currency, passing from hand 
to hand with as little doubt or question as if they had been sover- 
eigns. It held an immense amount of public money, its shares stood 
at a high preminm, and its credit everywhere, except among a few 
knowing ones, was unimpeached. A Scotch bank builds its rep- 
utation upon a very broad foundation. Its branches in scores of 
country towns are known—in such places everything is known—to do 
a flourishing and lucrative business. Almost any man in the street 
can tell you its principal clients, and probably give a fair guess at 
its gross deposits. In all these places, therefore, the local branch 
determines to a very large extent the judgment passed on the in- 
stitution, and though there may be whispers of an unpleasant kind 
in Edinburgh or Glasgow, they take a very long time to reach the 
general ear. The City of Glasgow Bank was justly believed to be 
doing an excellent business. Had the central office simply abstained 
from losing money, the branches alone would have paid a re- 
spectable dividend on capital. Few could know or guess that the 
central office was throwing money away wholesale, and the sudden 
disclosure of the real state of affairs came upon. the unsuspecting 
shareholders like a thunderclap. 

In this case there were no Baird Brothers to carry the tremendous 
burden. It was exceedingly painful to read the list of shareholders 
and note how few among them were men of wealth, and how 
large a proportion were investors who probably had nothing be- 
sides their shares. Widows, spinsters, country ministers, old men re- 
tired from active work upon what they thought a secure compe- 
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tence—in short, all the most helpless classes of annuitants were among 
the victims. By a kind of subtle freemasonry, rich men had been 
warned off, and the shares of which they got rid were bought up by 
the bank itself at high figures, so as to maintain the market. Of 
the total stock in the hands of the public, little over ten per 
cent. was held by men who could pay the calls of the liquidators. 
The remaining nine-tenths were in the hands of people many of 
whom could pay nothing, many more of whom were ruined by the 
first call, and all of whom had to surrender everything they pos- 
sessed in the world. The ten per cent. of solvent shareholders 
furnished to the liquidation £2,450,855; the ninety per cent. of in- 
solvent contributories yielded only £ 3,540,910. From these figures 
may be inferred the appalling extent of the ruin wrought by the 
failure. The authors of all this misery were men highly thought 
of by their neighbors, and even more so by their co-religionists. 
Some of them belonged to the straitest sects of Presbyterianism, 
and one was so rigid a Sabbatarian that he objected to reading 
newspapers on Monday morning, though always glad to hear their 
contents from others. They were brought to trial and punished, as 
some thought, most inadequately. But punishment is of little use 
in such a case. To condemn a handful of hoary-headed men to 
spend the remaining years of their life in jail does nothing for the 
relief of those who suffer by their reckless folly, and probably has 
no deterrent effect whatever upon the next set of directors who 
begin to plunge in order to retrieve a lost position. 

Very shortly after the extent of the disaster became clear, vigorous 
efforts were made to assist the innocent sufferers. It is to the 
credit of Scotchmen that they took the burden upon themselves, 
by far the largest part of the sum of £ 386,000 collected having been 
subscribed in Scotland itself. London sent £9,000; Birmingham, 
£1,100; and one or two other English towns contributed a trifling 
sum. The bulk of the subscription in all these cases came from 
Scotchmen, who also sent from abroad upwards of £7,000. But the 
whole of the external contributions did not amount to 20,000, and 
the remainder was raised at home. The report just published shows 
how the money has been applied during the last four years. There 
was no small difficulty in deciding who were worthy recipients, 
since, as usual in such cases, the most deserving and most neces- 
sitous were the least ready to push their claims. The sum at the 
disposal of the relief committee, though a considerable one in it- 
self, did not amount to anything like ten per cent. of the _ losses 
suffered by the ruined contributories. Yet the difficulty for some 
time was to find really-deserving objects for that small pittance. In 
spite of the zeal and loyal perseverance of the committee, there can 
be no doubt that many unfortunate people have gone wholly un- 
helped, while others much better able to shift for themselves have 
ovtained a share of the bounty. About half of the total has been 
absolutely given away; £131,000 has been lent to shareholders, who 
pay interest and have repaid a considerable part of the principal ; 
while annuities have been granted, mostly to aged people, which 
are estimated to require a sum of £120,000. The greater part of 
this is provided for by investments, and the remainder depends 
upon the fulfilment of their engagements by borrowers. Though 
the committee express their anxiety to wind up the fund, it is 
clear that these outstanding engagements and liabilities will require 
more or less supervision for a considerable time to come. The main 
part of the work connected with the fund is finished, but if the 
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present committee wishes to be relieved of its functions, some kind 
of trust must take its place. . 

The liquidation of the bank itself must be regarded as a model 
of that class of business. It was carried out at a total cost of 
£194,000, and finished within four years from the date of its com- 
mencement. The total sum dealt with is £ 13,600,000, so that the 
cost of liquidation has been considerably under one and a half per 
cent., a pleasing contrast to the costliness of bankruptcy in ordi- 
nary cases. When the liabilities were approaching complete liqui- 
dation at the beginning of last year, an Assets Company was formed 
to take over what remained of the bank’s property. Solvent 
shareholders had the preference -in the allotment of shares, and, as 
their applications largely exceeded the total capital of the new 
company, they became owners of whatever may yet be saved out 
of the general wreck. They paid over a million for the property, 
and were at first thought to have made a very good bargain. 
The liquidators, in their final report, speak with some _ reserve 
upon the point, and it seems now to be doubtful whether the 
unrealized assets will ever yield more than a moderate return for 
the risks undertaken. The crash has left its mark upon Scotch 
banking. It has caused the non-chartered banks to adopt the 
principle of limited liability, and to create uncalled-up capital to 
give security to depositors. The three chartered banks are desir- 
ous of following the same course, but are compelled to apply to 
the Treasury for the necessary modification of their charters. This 
the Government will not grant except upon conditions highly 
distasteful to Scotch bankers. It requires them to relinquish the 
privilege of note issue, which is held to belong properly to the 
State, and also to add the word “limited” to their title. For the 
present neither the banks nor the Government will give way, and 
the chartered banks remain at the disadvantage of not having a 
single penny of ugcalled capital to guarantee the rights of their 
creditors in case anything should happen to dissipate their work- 
ing capital. 


senpamae ono 


RAILROAD BUILDING IN 1883. 


People repeat the gloomy predictions of a year ago, to the effect 
that railroad building during the current calendar year will be at a 
standstill. But in business, as in some other things, it is often the 
unexpected which happens, and the ARaz/way Age, of Chicago, has 
already found out that Illinois has fifty new companies which pro- 
pose to build in that State alone 3800 miles, although the present 
lines cover about 9000 miles. No one believes that Illinois 
will have three thousand miles of new track during the pres- 
ent year; but the intention of the Illinois. railway contractors is at 
least apparent, and may serve as a starting point from . which to 
judge about what will be undertaken in other States. It is folly to 
predict what will be done, but it is entirely safe to assume that very 
much will be attempted. And a railroad once begun is not often 
abandoned, though it may go through bankruptcy, a receivership, and 
some other experiences which the original investors call dear and sad. 
What can explain this singular phenomenon ? 

Our people seem to have the same passion for opening new regions 
to trade which animated the ancient Romans, although it is com- 
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monly, if hastily, assumed that the real motive of ‘Roman road build- 
ing was political rather than commercial. This assumption, however, 
is not borne out by the relics left by the Romans. These relics show 
a high degree of refinement and luxury, and tally with the luxu- 
rious mode of living which characterizes our very outposts of civiliza- 
tion. It seems to be a fact that the opening of a new country by 
railroads creates wealth more rapidly than does any other kind of 
work, commerce with barbarians not excepted. In other words, there 
is monev in building railroads into a virgin country, and so consider- 
able is this money that few municipalities can resist the temptation 
of lending their credit to a railroad which promises to connect their 
borough with the center of trade. * The railroad debt of the Illinois 
municipalities to-day is a major part of the fifty million dollars which 
they owe. But there is another reason why so many new roads are 
built. 

The people of this country save annually in cash a very consider- 
able amount—perhaps over a hundred millions, which seek for an in- 
vestment after the usual fields have been covered. To invest private 
savings in federal bonds has ceased to be convenient, the bonds 
being scarce, expensive and without the element of permanence. Even 
the National banks find it difficult to purchase the bonds which 
they need. Good State bonds are scarcer still, there being in all 
not above 150 millions, beside a good sum of State bonds defaulted 
or repudiated. Bank stock is neither abundant nor remunerative, and 
municipal bonds are not increasing. For some reason, which deserves 
a special investigation, our people decline to invest their surplus 
savings in foreign government bonds, although the French three per 
cents. can be purchased for less than eighty per cent. of their par 
value, and English three-per-cent. consols usually rule below par 
when business is prosperous. Nearly all these securities are un- 
redeemable, and seem to be specially suitable for investments re- 
quiring a definite return, and a high degree of safety with a mini- 
mum of personal attention. But they are not in favor. 

This leaves a heavy amount of money free for investment in rail- 
roads, and makes the sale of railway securities a comparatively easy 
matter. Accordingly, the miles of road owned in Boston alone must 
be counted by the ten thousand, and the actual investment in them 
by the hundred million. Such investments may be due in part to 
popular tastes, but are due also in a measure to the fact that the- 
great surplus of savings in this city must find an outlet somewhere. 
Through a long series of calamities and blunders our citizens 
have lost the taste for investments in shipping, and to some extent 
their commercial spirit has declined ; that is to say, comparatively few 
of our young men go to China or South America to make a fortune, 
and very few of our capitalists are willing to risk the investment of 
a million dollars in Shanghae, Calcutta or Adelaide. Yet money 
and men must do something, and they turn to domestic railroads, 
although the time is approaching when even these hungry corpora- 
tions cannot undertake to swallow the surplus savings of the Ameri- 
can people. 

It is a fact’ worth studying that our first considerable attempt at 
making investments in a foreign country since the war for the Union 
should be made in Mexico, and primarily in Mexican railroads. 
Why is it, one might well ask, that our merchants are so slow in 
establishing branch houses in foreign parts, and that our man- 
ufacturers never yet have made a considerable attempt at running 
factories elsewhere ? The explanation is not that our people lack 
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adaptability to novel conditions or new enterprises; they have it far 
more, perhaps, than other nations. The English surely are insular ; 
yet how they expand! Nor will it do to say that our primary 
function consists in subjecting a continent. We have subjected it, 
and wish to expand. It is very well for us to build new roads by 
the ten thousand miles; but even this field, attractive though it be, 
can be overworked, and even now leaves money and strength for 
application elsewhere. To-day we build iron roads. When shall we 
build ships of steel, and make American commerce respected by all 
nations P—Boston Advertzser. 





? 
" 
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INTERNAL-REVENUE REDUCTION. 


The act to reduce Internal-Revenue taxation, which became a 
law on March 3, provides for the repeal of the tax upon capital 
and deposits of all banks and bankers, except such taxes as are 
now due and payable. The tax on capital and deposits, therefore, 
ceased on March 3. Comptroller Knox says that the passage of 
this act relieves the National and State banks and the private 
bankers from a tax on the average of about $1,000,000 a month. 
The amount of tax collected from the National banks on capital 
and deposits, in the last fiscal year, was $5,959,702, of which 
$ 437,774 only was upon capital, the remainder being upon deposits. 
The tax upon State banks and private bankers was $5,249,172 of 
which a little more than one-fifth was upon capital. The total 
tax collected upon deposits and capital, upon all classes of banks, 
in the last fiscal year was $11,208,875. The amount annually col- 
lected from the two-cent check stamp is about $2,500,000, and the 
Act repealing the use of these stamps takes effect on July 1, 1883. 

The law imposing the tax upon bank capital and deposits re- 
quired all State banks and private bankers in the country to 
make semi-annual returns to the Commissioner of Internal Revenue. 
From these returns the Comptroller has for a series of years 
compiled the only complete statements ever given in reference to 
the capital, deposits, and the amount of United States bonds held 
by all classes of banks and bankers in the country. The repeal. 
of this tax will after this date prevent the compilation of these 
tables, and the only source from which such returns can here- 
after be obtained will be from the reports of the banks as com- 
piled by the officers of the different States. As many of the 
States, particularly in the South and West, do not require such 
returns to be made, the aggregate will of necessity be much less 
complete than heretofore. 





a ih. 


ROMAN CATHOLIC SAVINGS BANK OF LAWRENCE.—The collapse of the Sav- 
ings bank of the Augustinian fathers, at Lawrence, is a calamity greatly to be 
deplored. The Augustinian fathers are a number of Roman Catholic priests of 
that city, who have been receiving the money of poor servant girls and others 
on deposit, paying good interest on the same, through thick and thin, and 
finally, through bad: management, or something worse, have been compelled to 
announce the bank as ‘‘dead broke.” The only consolation the victims get is 
the word of the Augustinian fathers that the deposits, some $ 430,000, can be 
paid back at the rate of $25,000 a year, without interest. This is poor con- 
solation, indeed, as the $25,000 a year must be saved from church revenue, 
which the very victims themselves musi, in a large measure, contribute. 
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INOUIRIES OF CORRESPONDENTS, 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I, ‘TTHREE-PER-CENT. BONDS AS A BASIS FOR CIRCULATION, 
With money at seven per cent. what is the advantage of bank circulation 
based on three-per-cent. bonds ? 
REPLY.—There being upon this question some difference of opinion, we have 
referred it to Mr. O. M. Beach, Actuary, and author of Beach’s Interest Tables, 
who has favored us with the calculation below : 


It is necessary first to determine what rate per annum is actually realized in 
discounting commercial paper, taking seven per cent. interest on the face of the 
paper in advance. The rate per annum realized on paper having two, three and 
four months to run is an average of 7.13 per cent., and as the money is re- 
loaned three, four and six times in a year, and thus compounded, the rate 
realized is equal to 7.30 per cent. per annum. 

If a bank, discountlng as above, deposits Government bonds with the Treas- 
ury it receives ninety per cent. of the bonds in circulating notes. As a deposit 
of five per cent. of said notes has to be made in the redemption fund, the in- 
come to be derived from loaning the circulating notes is the following, viz.: 


Notes Teceived.. ...ccccccccorcccees cocccece 
Less five-per-cent. redemption fund 


Available to loan............... hininieE eRedenenesetenmnenins . 85.50 


Income at 7.30 per cent. on 85.50 6.24 per cent. 
Less one-per-cent. tax on circulation 


Rate realised on bank Motes. ......cccccccccccorcccoscccses 5-34 

We will now consider what rate of interest is to be realized from the income 
derived from the bonds deposited to secure said circulation. If the three-per- 
cent, bonds could be bought at par the profit from the circulation would be 
5-34 per cent. + 3 per cent. = 8.34 per cent. per annum. If the money used 
to purchase the bonds at par was used in discounting at seven per cent., the 
profit would be 7.30 per cent. per annum, apparent gain 1.04 per cent, per 
annum, from three-per-cent. bonds bought at par, from which must be deducted 
contributions to expenses of the Currency Bureau, and all other expenses con- 
nected with procuring and maintaining a bank-note circulation. 

But as the three-per-cent. bonds are now selling at 1.04, and said bonds 
have no fixed time of payment, but can be called in and paid at any time it 
may suit the Government to do so, it is impossible to determine what rate of 
income will be realized from them when purchased at a premium. If it can be 
assumed that they will run for an indefinite period, and can be sgld at any 
time for what they cost, then bonds bought at 1.04 will pay 2.88 per cent., 
and the profit from circulation will be this, viz.: 








1883. | INQUIRIES OF CORRESPONDENTS. 789) 


5-34 per cent. + 2.88 per cent. = 8.22 per cent. per annum. 
ESOS BE BOOVCccccceccccscesescoscescoccoces 7-30 per cent. 


Apparent gain........ eccwenesoneseseecenane 0.92 per cent. per annum, 


If the bonds bought at 1.04 are held twenty-two years and then called in 
and redeemed, the interest realized will be 2.75 per cent., and the profit 
from circulation will be: 


5-34 per cent. + 2.75 per cent. = 8.09 per cent. per annum. 
Ff 2 ae pisaiincenidieti 7.30 
I Be cesencsnss+siscgncnnsincnnees 0.79 per cent. per annum. 


If the bonds purchased at 1.04 should, after a few years, be called in and 
paid, there will be a positive loss of profit in purchasing them as a base for 
circulation when money can be used in discounting at seven per cent., or six 
per cent. O. M. BEACH. 





Il. FORGERY. 
First NATIONAL BANK, 
$ 100. Kokomo, March 2d, 1883. 


John Jones has deposited in this bank one hundred dollars payable to order 
of Sam’l S. Smith on return of this certificate properly indorsed. 

The First National Bank, Kokomo, received the certificate from another 
bank bearing its indorsement. Some time after payment of the certificate a 
claim was made that the indorsment of Samuel S. Smith was a forgery. 

Which bank is responsible, the First National, Kokomo, or the other? 

REPLY.—This is a very interesting question, and the liability of the First 
National turns on the point whether Smith is its customer or not. Our cor- 
respondent says that this is ‘‘a matter of doubt.”’ It is, of course, a question 
of fact. In the case of Svfout v. Benoist, 39 Missouri 277, Morin deposited 
with Stout a sum of money and received a certificate payable to the order of 
himself.. The certificate was stolen, Morin’s name was indorsed, and the 
holder presented it to an insurance company, asking for payment. The com- 
pany consented to take it for collection, and sent it to Benoist for that pur- 
pose. The latter presented it to Stout for payment and the money was re- 
ceived. 

Afterward he brought a suit against Benoist to recover it back. But the 
court held that he was not entitled to recover. The acceptor of a forged bill, 
so the court held, is bound to know the handwriting of the drawer, and if he 
have accepted and paid the bill to a holder dona fide, and for a valuable con- 
sideration, he cannot recover back the money. 

When persons are equally innocent and one is bound to know and act on 
his knowledge, and the other has no means of knowledge, it would be unjust 
to burden the latter with a loss for the purpose of exonerating the former. 
The familiar case in which this principle was first enunciated is that of Price 
v. Neal, 3 Burr. 1355. If it should appear that Smith is the customer of the 
First National Bank, then it is bound to know his signature and is responsible 
for the Igss. The authorities arg very clear in such a case. 

But if Smith is not the customer of the First National Bank a different rule 
is applicable. No principle of law is better established than this, that when 
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money is paid under a mistake of fact it can always be recovered back. One 
who pays money on forged paper by discounting or cashing it, says Parsons, 
can always recover it provided he has not contributed to the fault. Notes and 
Bills, vol. 2, p. 599. If, therefore, Smith is not the First National Bank’s 
customer, it can recover the money of the other, for it certainly has not been 
guilty of negligence. It is an innocent party and can rightfully look to the 
other for repayment. 


III. INTEREST. 
AMENIA, Dec. 1, 1878. 
Five years after date I promise to pay C D, or order, the sum of five hun- 
dred dollars with interest. Value received. A B. 


Does the foregoing note carry seven per cent. interest until due, or seven 
per cent. to January 1, 1880, and six per cent. for the remainder of the 


time? 

REPLY.—When the note was given, seven per cent. was the legal rate in 
New York. The next year the legal rate was changed to six per cent. 
When the contract was made it is perfectly clear that the maker expected 
to pay and the other party to receive seven per cent. interest because that 
was the well-known rate. When the statute of 1879 was enacted, it contained 
the following proviso:—‘‘ Nothing herein contained shall be so construed as to 
in any way, affect any contract or obligation made before the passage of this 
act.” If the note had specified that seven per cent. should be paid, it cer- 
tainly could have been collected after the statute of 1879 was enacted. 
The fact that this rate of interest was fixed by law when the contract was 
made, renders the obligation not less imperative than it would be if put in 
writing. 


[V. DEATH OF DRAWER. 


Morse in his treatise on Banks and Banking, (p. 278) says: ‘‘The death of 
the drawer, before presentment of the check, operates as an absolute revocation 
of the power of the bank to pay upon his checks, etc.” Daniel in his work 
on .Vegotiable Instruments combats this view. Have any late decisions been 
rendered sustaining either of these conflicting authorities, or is it still an open 
question as to what is law on this point? 

REPLY.—Daniel in the last edition of his work, just published, maintains 
the ground first taken by him; so does Parsons, Votes and Bilis, vol. 1, p. 
287, and this is the more generally accepted view. It seems unreasonable 
for death to operate as a revocation after a check has been delivered. 


—_—_—__—_-»-4-—______ 


AUSTRIAN TAXATION.—Taxation in Austria is not only ‘unjust but oner- 
ous, and yet it is insufficient to meet the expenditures. In Vienna new houses 
are exempt from taxation for twenty-eight years; therefore the -burden falls 
very heavily on old houses; the tax being in some cases forty per cent. of the 
rental. There is now a proposition before the Reichsrath which is very un- 
popular and will increase instead of diminishing the weight. A tax on securi- 
ties is proposed, which will drive foreign capital away, as the tax will fall 
upon that first. A personal income tax is also suggested, which will range 
from five-eighths of one per cent. to one and one-tenth, while the trades 
tax is even heavier than all, running from three up to seven and eight per 
cent. of the capital invested. ; 
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. BOOK NOTICES. 


The State in its Relation to Trade. By T. H. FARRER. London: Mac- 
millan & Co., 1883. 


This is the latest issue of the English Citizen Series, the design of which is 
to put, in a compact and readable form, information on the ordinary conditions 
and the current terms of English political life. The present volume begins 
with defining the meaning of the State and of trade, how the former protects 
life and property by means of legislation, the courts and the executive power, 
its function in providing weights, measures, and money, while the post-office 
and railways, taxation, and many other topics are considered. The book is of 
a thoroughly practical nature, conveying as it does a body of correct informa- 
tion needful to every Englishman who is desirous of understanding his rights 
and responsibilities. The sale attending the issue of the series is proof that 
these books are serving a good purpose, beside silently, though strongly, hint- 
ing that a similar series adopted to the needs of the American citizen would 
be equally useful. A better political education by most of our citizens is one 
of the great needs of the time. 


The Statesman’s Year Book, Statistical and Historial Annual of the States of 
the Civilized World for the Year 1882. London: Macmillan & Co. 1883. 
The present volume was not quite so promptly isssued as its predecessors 

in consequence of ‘the death of Mr. Frederick Martin, its founder, and for 
nineteen years its editor. He died on the 27th of January last, leaving the 
Year Book as the chief monument of his useful and industrious toil. His 
successor is Mr. J. Scott Keltie, who has introduced some improvements and 
made many corrections. It is a valuable repertory of information, and is, in- 
deed, an indispensable work of reference for any one who has occasion to 
use precise information relating to the statistics and officials of all civilized 
countries. 


Financial History of the United States. 1789-1860. By ALBERT S. BOLLES. 
D. Appleton & Co. 1883. 


Some portions of this work have been published in the BANKER’s MAGAZINE, 
and a glance at the table of contents will show the ground covered by the 
author. He begins with giving an account of the formation of the Treasury 
Department and the keeping of the public deposits, after which is set forth 
the action of Congress in funding the Revolutionary debt and the history of 
its payment ; then the revenue system, both with respect to imports and 
internal taxes, is described; the creation, administration and closing of the 
first United States Bank, and the receipts, expenditures, and administration 
of the Treasury Department. This is the ground covered in the first book. 
which closes with the opening of the war of 1812. The second book de- 
scribes our financial history during that eventful struggle; how the Treasury 
was managed, how the money was raised to carry un the war, what taxes were 
imposed, and the rise of our manufactures, In the third book, extending 
from the close of the war to 1860, is given an account of our tariff legisla- 
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tion, our receipts and expenditures, the origin and history of the second 
United States Bank, its fierce conflict with President Jackson, the Sub- 
Treasury system, and many other important matters. The author is the 
pioneer in this particular domain of American history, ana his work, theréfore, 
supplies a want which has long been felt. 


Webster's Unabridged Dictionary. G. & C. Merriam & Co., Publishers. 
Springfield, Mass. 

This remarkable book now contains over 118,000 words and meanings, 
and elucidates many of these with copious illustratiuns. _ It contains, more- 
over, a history of the English language, a pronouncing vocabulary, a _bio- 
graphical dictionary of some 9,7¢c0 noteworthy persons, with other depart- 
ments of valuable information, Its definitions of scientific terms are clear and 
accurate. | 


Longmans’ Magazine. April, 1883 London: Longmans, Green & Co. 
New York: The International News Co. 

The present number completes the first volume of this periodical. The en- 
terprise has proved highly successful, which shows how well the publishers had 
divined the needs of the public. The number contains an installment of James 
Payn’s story, *‘ Thicker than Water,” a very interesting, scientific article en- 
titled, ‘‘ Wind Force, and How it is Measured,” by J. K. Laughton, an enter- 
taining paper on the daffodil or ‘‘ The Flower of March,” by George Milner, 
in which is mingled numerous happy quotations from the poets concerning this 
flower. Other contributions in the line of fiction make up the number. 





> hn <-- 


MANAGEMENT OF TRUST FUNDs.—On the 14th of March the Supreme 
Court of Massachusetts rendered a decision in the suits brought by Miss 
Abby R. Loring and the other children of Christian W. R. Loring, deceased, 
against George Brodie, trustee under the will of Mr. Loring, and the Mer- 
chants’ National Bank, to recover trust property disposed of by Brodie. In 
1873 Brodie purchased a plantation at Little Rock, Ark., and shipped cotton 
to Boston to be sold on consignment. He opened an account with the Mer- 
chants’ National Bank, and to secure the bank for loans advanced he 
pledged as collateral United States bonds to the amount of $15,000 and a 
variety of valuable stocks. The account at the bank was as trustee, and it 
was understood that the cotton speculation was for the benefit of the trust. 
The cotton venture proved disastrous in the end, and the bonds and stocks 
were sold by the bank to make good the indebtedness of Brodie The 
case was tried before a single justice in 1879, and has been before the full 
court for three years. The decree of the full court in one case is that the 
Merchants’ Bank shall restore to the plaintiffs ten shares of the stock of 
the Essex Company, ten shares of the Fitchburg Railroad stock, six shares 
of York Manufacturing Company stock, with the dividends received on the 
several shares and with interest. In the other case the Merchants’ Bank is 
to return to the plaintiffs twenty shares of York Manufacturing stock, eighty 
shares of Fitchburg Railroad stock, together with all dividends received and 
interest, and to pay to the plaintiffs the amount received for fifteen United 
States bonds for $1,000 each sold-by the bank, with interest from the 
time of the sale, The costs are also to be paid by the Merchants’ Bank. 
The court holds that the stocks and bonds were transferred under such cir- 
cumstances that the defendant bank was fairly put on inquiry whether the 
trustee was not improperly dealing with the property of the trust. The 
amount involved was nearly $40,000, which has been largely increased by . 
dividends and interest. 
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BANKS OF NEW YORK CITY. 
March, 1883. 


NATIONAL 


Abstract of reports made to the Comptroller of the Currency, showing the 
condition of the National Banks in the Ciry OF NEw York, at the close of 
business on Tuesday, the 13th day of March, 1883, and also on December 


30th, and October 3d, 1882. 











188 3. 1822. 1882. 
RESOURCES. March 13. December 30. October 3. 
48 banks. 48 banks. 50 banks. 
Loans and djscounts ..........00++6 $ 238,975,205 . $ 237,243,344 - $239,150,374 
Overdrafts .......... pesncensccesarnns 110,332 . 73,115 —— 
U. S. bonds to secure circulation 19,669,650 . 20,830,150 . 22,105,150 
U. S. bonds to secure deposits... 20,000 . 820,000 . 820,000 
U. S. bonds on hand ...........0006 3,547,500 . 1,681,850 . 3>545,950 
Other stocks, bonds & mortgages 13,062,792 . 12,611,241 . 12,692,046 
Due from other National banks.. 16,609,181 . 21,161,658 . 19,258, 565 
Due from State banks & bankers 2,183,208 . 3,197,392 .« 3,087,917 
Real estate, furniture & fixtures. 10,690,091 . 10,575,723 - 10,671,839 
Current expenses and taxes paid 957,617 . 274,930 . 1,092, 202 
PreMiUMS PAid........cececreeeeeres 627,586 . 262,853 . 665, 548 
Checks and other cash items... 1,996,816 . 35321,954 . 2,809,544 
Exchanges for Clearing House.. 82,095,395 - 121,459,598 . 174,929,475 
Bills of other National banks.... 1,286,460 . 2,389,881 . 1,634,685 
Fractional Currency ......-sseeesees 39,505 « 42,266 . 43,131 
Specie, viz. : 
Gold coin..........+ $ 8,771,182 ) 
Gold Treas. cert’s. 10,813,320 
Gold C. H. cert’s, .21,818,000 42.691,871 . 50,551,826 . 44,523,883 
Silver COIN......c0.0¢ 479,918 
Silver Treas. cert’s. 809,450 
Legal-tender notes.........ses.s0s 13,508,371 . 14,193,610 . 16,956. 390 
U. S. certif. of dep. legal-tenders. 1,845,000 . 1,655,000 , 1,970,000 
Five-per-cent. Redemption fund 864,792 . 935,448 . aaa 
Due from U. S. Treasurer........ 159,035 . 740,847 . 1,584,827 
$ 451,740,408 . B 504,022,691 $ 557,541,532 
LIABILITIES. 
Capital stock paid in............66. $ 50,350,000 . $50,350,000 . $51,650,000 
Surplus fund...... ieliainunaaindiiens 23,322,502 . 23,087,690 . 21,314,109 
Other undivided profits .......... 10,195,214 . 9,156,742 . 13,970,753 
National bank notes outstanding 17,185,965 . 17,997,210. 19,270,285 
State bank notes outstanding ... 47,340 . 47,417 . 47,446 
Dividends unpaid............ssee00e 169,022 . 1,530,903 . 228,864 
Certified checks. eoccecccce @coccceces 47; 163,036 ° 54,081, 103 325, 268,903 
Individual deposits..............+++ 169,845,263 . 214,960,698 
United States deposits .........++. 431,458 . 437,649 . 425,115 
Deposits of U. S. disburs’g officers 243,730 . 152,772 . 127, 363 
Due to other National banks... 97,915,190 . 97,881,377 . 90,104,274 
Due to State banks and bankers 34,871,680 . 34,339,127 . 35. 134,415 
$ 451,740,408 $504,022,691 $ 557,541,532 


Reserve deficient, $ 3,527,866. Proportion of reserve to liabilities, 23.59 per cent. 
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NATIONAL BANK CiRCULATION,—Comptroller Knox, in a letter to a bank 
president, gives his reasons for believing that there will not, during the 
coming year, be any dangerous or troublesome diminution of currency by 
retirement of bank circulation. He shows that of $54,000,000 of three-and- 
one-half-per-cent. bonds outstanding on March 1, 1883, the National banks 
hold only about $14,000,000, while they hold $198,000.000 of threes out of 
$297,000. Nearly three-quarters of three-per-cent. bonds held by the banks are 
among the first bonds issued. The securities held by National “banks will, 
therefore, not be affected to a great extent during the coming year by the 
payment of bonds. The Comptroller also finds a basis for confidence in the 
fact that the greater part of the circulation is held by banks in geographi- 
cal locations where the profit upon it is sufficient inducement for them to 
continue to hold the high-priced bonds, and to replace such small amounts as 
may be called with others. 


EXPIRING BANK CHARTERS.—Thus far 314 National banks have had their 
charters extended, 270 having been authorized to extend on February 24th. 
This completes the extensions of the banks chartered under the Act of Feb. 
25th, 1863. The first bank whose charter is to expire under the Act of 
June 3d, 1864, will do so on January 10, 1884. During that year the char- 
ters of 249 banks, with a capital of $89,611,570, ahd circulation $60,526,825, 
are to expire, and during the year 1885, 733 banks with a capital of $ 188,- 
o8 ,775. and circulation $ 125,635,450, will expire. 


NATIONAL BANKS OF NEW YorRK City.—The abstract of official reports, 
which appears on page 793, shows that while the capital and loans are nearly 
the same, there is a large falling off in the amount of individual deposits since 
the previous report. The deposits, not including certified checks were, on De- 
cember 30. $214,960,698, and on March 13, $ 169,845,263; a decrease of 
about forty-five millions. 

A comparison of the amount of certified checks held at the dates of the 
three last statements, shows a very large reduction in this item. The amount 
of outstanding certified checks on October 3, 1882, was $ 137,208.350; on 
December 30, $ 54,081,103; on March 13, 1883, $47,163,036; the reduc- 
tion since October 3, being more than ninety millions, and since December 30, 
nearly seven millions. There has been a large reduction in every National 
bank of this city except one, in which there has been an increase. 


LirE INsURANCE.—The thirty-eighth annual report of the New York Life 
Insurance Company shows that the cash assets of this company have reached 
an aggregate exceeding Fifty Millions of Dollars, while its surplus, by the New 
York Standard of four and a-half per*%cent., is Ten Millions. Success attained 
under the rigidly careful and conservative management of this company is sure 
to be permament, and is the more worthy of honor when thus achieved. 


TREASURER GILFILLAN’S RETIREMENT.—In the retirement of James Gil- 
fillan, Treasurer of the United States, the Government loses a man it can- 
not replace. He made so little show that few knew of his existence. He de- 
spised notoriety and did his work for eight or ten hours a day without 
bragging about it to the world. General Spinner was called the watch-dog 
of the Treasury, and yet he lost many thousands of dollars, from the payment of 
which Congress released him. Mr. Gilfillan never lost a dollar, but, by his 
integrity against cliques, he saved thousands to the Treasury, and nobody was 
high enough to influence him against what he thought to be his duty. 
| — Wash. Letter to Phila. Press. 
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Mr, GILFILLAN’s SUCCESSOk.—The President has appointed A. U. Wyman, 
Assistant Treasurer of the United States, to succeed Mr. Gilfillan. The bond 
required of him is $150,000, Mr. Wyman was born September 25, 1833. 
He received a common school education in Madison, Wis , and then entered 
the printing office of his father. From that he went into the banking business in 
Madison and Omaha. In 1863 he was appointed to a clerkship in the office 
of the Treasurer of the United States, at a salary of $1200 a year, and 
has since filled every grade in the office. He resigned the office of As- 
sistant Cashier January 1, 1868, and in September, 1879, he was made 
Cashier. On April 1, 1875, he become Assistant Treasurer. He was 
nominated by President Grant on June 28, 1876, as Treasurer, and on the 
following day the nomination was confirmed by the Senate. Mr. Wyman 
held the position from July 8, 1876, to July 1, 1877, when he was suc- 
ceeded by James Gilfillan, of Connecticut. Since then he has been Assist- 
ant Treasurer. As State Printer in Wisconsin Mr. Wyman was the most 
youthful officer on record, and when he first held the office of Treasurer he 
was the youngest man, with one exception {Thomas Tudor Tucker, of South 
Carolina ), who ever held the position. 


MICHIGAN.—The organization of the Detroit Clearing-House Association was 
perfected on March 22d, at a meeting of those interested held at the First 
National Bank. 

H. P. Baldwin was elected President of the association, Frederick W. 
Hayes, Manager, and E. C. Bowman, Secretary. The standing committee, 
known as the Clearing-House Committee, which is to have general control 
of the affairs of the association, consists of A. H. Dey, President of the 
American National Bank; Emory Wendell, President of the First National 
Bank ; Edward H_ Butler, Cashier of the Mechanics’ Bank; M. W. O’Brien, 
Cashier of the People’s Savings Bank; and David Preston, of the banking 
house of David Preston & Co. 

There are fourteen banking houses in the association, as follows: First Na- 
tional -Bank, Commercial Nationai, Detroit National, American National, Mer- 
chants and Manufacturers’ National, Mechanics’, German-American, Market, 
Detroit Savings, People’s Savings, Michigan Savings, D. Preston & Co., A. 
Ives & Sons, J. L. Harper & Co. 


MICHIGAN.—The First National Bank of Grand Rapids being among those 
whose charter expired in February, is closing up its affairs. It is suc- 
ceeded by the ‘‘Old National Bank of Grand Rapids,” the new organization 
having the same officers and management. The capital, now the same as 
before, is shortly to be doubled, and everything betokens a prosperous future 
for it. 


MONTANA.—A report of the proceedings of a meeting of the Stockholders 
and Directors of the First National Bank of Helena, held February 21st, gives 
some idea of the rapid growth of the banking interests of that Territory. 
First in the increase of the capital stock of this bank from $100,000 to 
$ 300,000, which with its present net surplus and profits of $ 203,476.62 gives 
it an actual working capital of half a million of dollars. A statement from 
Cashier E, W. Knight accompanied the report, which showing the business 
increase of three years, is very interesting. Some of these figures are as fol- 
lows : 

Total cash transactions for the year 1882, $ 73,084,120; for the year 1879, 
$ 26,240,268 ; increase, $46,843,852. Largest day’s transactions in 1882, 
$ 1,729,723; in 1879, $387,947. Total deposits, February 1, 1883 (2501 ac- 
counts ), $1,905,049.48 ; same, February 1, 1879 (815 accounts ), $732,787.37 ; 
increase in deposits, $1,172,262.11. The net profits for the thirteen months 
ending February 1, 1883, were $100,370.13. This is certainly a_ highly 
creditable showing, and speaks well for the management of the officers and 
Directors of the bank. 
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SILVER CERTIFICATES.—Mr. Gilfillan has estimated that under the recent 
order of Secretary Folger authorizing the issuing of silver certificates for gold 
deposited in the Sub-Treasury at New York, upward of $20,000,000 worth of 
such certificates will be issued during the present year. The effect will be to 
increase the amount of the gold reserve in the Treasury. The reason for is- 
suing silver certificates instead of gold certificates for deposits of gold is that. 
silver certificates are redeemable at any Sub-Treasury, while gold certificates 
are payable only at New York. The gold can be deposited at New York 
and silver certificates issued at Chicago or any other city desired. while gold 
certificates are issued only at the Sub-Treasury where the deposits are made. 


NoRTH CAROLINA.—The State of North Carolina is now issuing new four- 
per-cent. bonds in accordance with the Funding Act of 1879, interest being 
waived from July 1, 1880, to date. The North Carolina Funding Act of 1879 
provided for the funding of her debt into new four-per-cent. thirty-year bonds, 
drawing interest from July 1, 1880, and allowed forty per cent. for bonds 
issued before May 20, 1861, twenty-five per cent. for new bonds, and fifteen 
per cent. for the Funding Act issues of 1866 and 1868. All past due coupons 
are to be surrendered. 

CINCINNATI.—The Cincinnati National Bank was organized on March 18th, 
with the following Board of Directors: Joseph F. Larkin, L. Pappenheimer, J. 
E. Douglass, John B. Hart, K -F. Benndorf. The officers elected are Joseph 
F. Larkin, President; K. F. Benndorf, Vice-President ; Edgar Stark, Cashier. 
The capital stock is $500,000, the stockholders number 168, and the bank 
will be ready for business in April. Mr, Larkin, the President, is a banker 
of long experience, and will undoubtedly make the new bank a success. 


WIsconsIN.—The charter of the First National Bank of Oshkosh having ex- 
pired by limitation February 24th, the institution has been re-organized, Its 
capital is increased to $200,000, with the same officers and substantially the 
same Directors, the new corporate name of the bank being The National 
Bank of Oshkosh. The officers are S. M. Hay, President ; Philetus Sawyer, 
Vice-President, and Charles Schriber, Cashier. 


MeExiIco.—The Treasury Department of Mexico has just pubished an official 
valuation of ‘‘landed property” in the republic, that puts its total at upward 
of three thousand million dollars, of which nearly two-thirds are credited to 
‘‘urban” estates, one-fourth to ‘‘rural” estates, and the remainder (exclusive 
of property devoted to religious uses) to estates pertaining to the Government. 
The precise figures in these subdivisions are $1,961,036,000, $ 773,000,000, 
and $ 340,000,000; total, $ 3,074,036 Ooo. 


CANADIAN BANKING.—With a view of putting an end to the alleged viola- 
tions of the Bank Act by the Canadian banks, amendments of the existing law 
are promised. whereby it is believed the practice of making advances upon 
bank stocks will be made liabie to penalties sufficiently heavy to ensure the 
abolition of that class of loans. Another amendment is in the nature of a 
penalty for the increase of circulation beyond the amount of the paid-up 
capital of the bank. In this instance it is believed that the penalty will 
be upon a sliding scale, but sufficiently severe to cause the practice to dis- 
appear. Other amendments are in the direction of prohibiting the creation 
of private banks and enforcing a prompter compliance with the standing or- 
ders for the monthly returns. 


DEMONETIZATION OF SILVER IN HOLLAND.—Holland has at last commenced 
the demonetization of silver, a bill for this purpose having passed the Council 
of State, and being now brought forward as a Government measure in the 
lower house of the Dutch Parliament. We note this interesting fact as the 
only result of the Paris Monetary Conference, in which Holland was relied 
upon to stand firm for the dual standard. The bill provides for selling 
¢ 10,500,000 of silver in the open market. This will furnish five months’ sup- 
ply to our mint. The Bank of France is preparing itself for a like change. But 
it does not propose to stani the loss. It is, therefore, rapidly accumulating 
gold and paying out its silver.—Aoston Economist. 
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RAILROAD CaPITAL.—The railroad capital raised in Europe in 1882, accord- 
ing to the Belgian Moniteur des Interets Materiels, was $ 564,084,000 ; 
$ 164,000,000 of which was for America, while $ 225,000,000 was for Great 
Britan and its colonies. The Russian roads raised $25.000,000, Holland 
and Austria-Hungary each about $16,000,000. The total issues of new 
capital in Europe for new railroads, Government, and municipal loans and 
banking establishments for five successive years are reported as follows in 
millions of dollars : 


eer ee $ 86,g00,000 sa SEs 66 cine $ 140,260,000 
ee 86,000,000 ea a 93, 506,0c0 
eae 106,040,000 


PARIS MINT.—Morocco has contracted with the Paris Mint for coins of 
various denominations, representing a total value of about $5,000,000, On 
one side of the coin will be stamped a verse from the Koran, and on the other 
the date according to the Hegira. The Paris Mint frequently accepts contracts 
of this sort from abroad. [t is also under contract at the present time to sup- 
ply 2,500,000 coins of five and ten liptas (one cent and two cents) to the 
Hellenic Government within the next three years. There are twenty-two 
presses in the mint, and they are said to be capable of mannfacturing 
593,000 coins per day. Each press, when doing its best, tan turn out forty-five 
coins per minute. 


Sap-TROUGH CURRENCY.—At a reunion of the settlers of a county in one 
of the Western States, one of the speakers said: ‘‘One of the great incon- 
veniences from which the pioneers suffered was the want of a circulating 
medium, a representative of money. They were far from the center of business, 
and banks and printing-presses were not as numerous then as they are to-day. 
One of the substitutes for money which they used was black salts, as they were 
called. This was a crude kind of potash, made by boiling down the lye ob- 
taincd from wood-ashes. The best ashes were those obtained from the elm 
tree, which grew abundantly and of great size in our old forests. After the 
salts were obtained they were packed in barrels and sent to Canada for a 
market. They found a ready sale for specie or its equivalent. Indeed, in the 
first decade of the century they practically served the purpose of a legal tender, 
although never made so by law. But the man who had a barrel of black salts 
had a small bonanza that was as ‘good as the gold.’ During the early years of 
the settlement of the State of Connecticut, in which a good deal of maple 
sugar was manufactured, a law was passed making sap troughs a legal tender. 
These were even less convenient as a substitute for money than black 
salts.. These are suggestive facts, and, with your permission, a practical lesson 
may be drawn from them, applicable in some points, to the circumstances of 
the present time. Suppose it were known, with a reasonable degree of cer- 
tainty, how many sugar-maple trees there were in Connecticut, and that it was 
known with the same degree of certainty about how much sugar it was nec- 
essary to make each year. Let us further suppose that there were actually 
made and ready for use ten times as many sap troughs as there were sugar- 
maple trees in the whole State. Now, in this state of things, times being 
hard and business dull, suppose that somebody should propose, as a measure of 
relief, that there should be an increase in the number of sap troughs? Sup- 
pose an inflation of the sap-trough currency should be proposed and that a 
party should be organized with this as one of the most important planks in its 
platform. Suppose, further, that individuals, sole or several, single or in as- 
sociations, should be forbidden to make or issue any more sap-troughs, but 
that the State should be required to exercise this function, and exercise it so 
effectually that sap troughs should be as plenty in the land as silver was in 
Jerusalem during the reign of Solomon. And after the law making them a 
legal tender had been repealed, suppose the wise men of the West should be- 
come clamorous for the remonetization of sap troughs, would you elect to offices 
of trust and profit or erect monuments to the extraordinary geniuses who should 
propose this scheme? Or would you, rather, apply to their heads the prefix 
which characterized the troughs ?”’ 
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WILLIAM H, PRATT, President of the Bank of Mobile, was crushed to death 
by a railroad train at Birmingham, Alabama, on March 3d. Mr. Pratt was 
born in New York in 1811. His business training was in mercantile life, and 
led him at an early age to North Carolina. In 1836 he embarked with E. 
Spencer Colton and Wm. Stewart, in establishing the cotton-factorage house of 
Colton, Stewart & Co, at Mobile. The business thrived from the start, and 
Mr. Pratt invested advantageously. In 1852 he retired from the firm and spent 
some years in foreign travel. He continued, however, his business relations 
with Mobile, and was annually re-elected a Director of the Bank of Mobile. 
After the war Mr. Pratt returned from Europe and resided upon a sugar 
plantation in Louisiana until 1873. In January, 1874, he was elected Presi- 
“dent of the Bank of ,Mobile, in the management of which he displayed great 
ability, and made it the solid institution which it now is. 

Mr. Pratt had never been more busily occupied than during the last eight 
years of his life, and at no time has his life been of so much value to the com- 
munity in which he lived. Widely known throughout this country, he was rec- 
ognized everywhere as an upright and energetic man of business, far-seeing in 
his policy, strong in support of his theories and unswerving under difficulties. 
His tact and courtesy, his never-failing good temper and self-control, were 
qualities which recommended him to every one with whom he came in con- 
tact. 


GEoRGE W. RATHBONE, formerly President of the Associated Banks of the 
State of Indiana, died in this city on March rith, aged sixty-nine, after an ill- 
ness from which he had suffered for several years. Mr. Rathbone was born in 
this State, in 1813, but in 1817 his father removed with the family to Vin- 
cennes, Ind. Early in life he began his career as a banker by entering the 
Vincennes branch of the old State Bank of Indiana. In 1847 he was made 
Cashier of the Evansville branch, and from that date was one of the leading 
citizens of the latter city and its must prominent financial official, In 1863, 
when Hugh McCulloch was called from Indiana to Washington by President 
Lincoln, to organize the National-banking system, Mr. Rathbone was unani- 
mously elected by the twenty branches which made up the Bank of the “State 
of Indiana as his successor in the Presidency of that organization, and he re- 
mained in that position up to the period of the merging of the State banks 
into the National banking system. Mr. Rathbone was for a number of years 
afterward the President of the Evansville National Bank. In 1869 a nervous 
affection, from which he had suffered for several years, compelled him to relin- 
quish business pursuits entirely, and he came to this city to place him- 
self under skillful medical care. He remained in New York after that 
date. Mr. Rathbone possessed refined literary tastes and was a ready writer. 
He was a man of liberal tendencies and used his means and his talents for the 
best interests of his fellow-citizens. 


Juves F. Janis, of the banking firm of Harris & Janis, died on March 4th 
at his residence in St. Genevieve, Mo. Mr. Janis was born in Fredericktown, 
Mo., in 1834. He removed to St. Genevieve on becoming of age, and for a 
period of twenty years was engaged in merchandising. Retiring from this busi- 
ness he entered into that of banking with Mr. O. D. Harris and continued 
therein until his death. 

Mr. Janis was universally known and respected throughout the region in 
which he lived, not only for his integrity of character, but for a large-hearted 
charity, which made him ever ready to relieve the wants of those who were in 
distress. 
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GEORGE T. MARYE, who died on January 24th, at San Francisco, was born 
at Luray, Virginia, in 1818. He was for some years in the dry goods busi- 
ness in Baltimore, but went to California among the pioneers of 1849. At 
San Francisco he dealt largely in real estate, and built the first wharf in that 
city. His business enterprises were very profitable. 4: 

In 1869 he went to Virginia City, Nevada, to engage in banking and the 
brokerage business, and the step proved to have been well-timed, for not very long 
afterwards came the great excitement in. the stock market attendant upon the 
Crown Point and Belcher discovery, and still later the unprecedented upheaval 
of the bonanza period. Mr. Marye’s business became enormous during the era 
of wild speculation following upon the Consolidated Virginia and California de- 
velopment. The rush was so great that his office in Virginia was never closed 
day or night. It is illustrative of the independence of Mr. Marye’s character 
and strength of will, that during this whole period, although in constant in- 
tercourse with men who were dealing largely and growing rich through their 
ventures, he never bought or sold a share of stock on his own account. He 
was wont to say that the profits of his business, if he would keep them, were 
enough for him. Mr. Marye opened his own office in San Francisco in 1875. 
He had during the preceding two years paid his San Francisco brokers $ 111,- 
474 in commissions. 


SCOTCH INVESTMENTS IN THE UNITED STATES.—Investments in the United 
States are so popular in Scotland that companies which act as intermedi- 
aries for loaning are notably thriving in Dundee. The first Scottish-American 
Trust Company paid in 1882 eight per cent. dividends and increased its 
reserve funds from $190.000 to §$ 200,000; its capital is $ 1,500,000, and its 
$500 shares stand at fifty-three premium. The second company, with 
$2,000,000 capital, has over fifty-five premium for its $500 shares; it earned 
in 1882 over nine per cent, paid eight and one quarter, and increased its 
reserves from $220,000 to $235,000. A third company paid seven and one 
half per cent., made about the same addition to reserves, and has 
about the same rating for its stock as the last named. Another paid ten 
per cent., and the Oregon and Washington Bank claims to show a net gain of 
twenty per cent. The Dundee Land Investment Company, and the Texas 
Land and Cattle Company, with capitals of $2,500,000 and $ 3,150,000, have 
started and got into working order in Dundee within the past year. The 
policy of these companies in accumulating large reserves’ steadily has enabled 
them, it is said, to borrow on debenture bonds at 44% to 4%, compared with 
five or six per cent. a year ago The suggestion, of course, is that the funds so 
borrowed are reloaned in this country at larger rates, but the process seems 
singular; for to invest funds in low-rate bonds which are hypothecated at 
higher rates in order to obtain funds for reloaning at still higher would be 
peculiar financiering. The debenture bonds would be a needless intermediary 
in such a case, but it would be shorter and more profitable to put the surplus 
into the highest loans at once; and the surplus or reserves are not rendered 
any ‘safer by this method since the debenture investments, having been hypoth- 
ecated, stands only upon the success of the ultimate high-rate loans. This 
sketch is upon the authority of the Consul at Dundee, and if not overdrawn it 
certainly suggests that ‘* cautionary signals” would not be amiss for the resi- 
dents of that region, lest they overdo the business and get too much of 
American investments, 


ANTWERP MERCHANTS.—The merchants of Antwerp were at one time the 
wealthiest body of men in kurope. As an illustration of this, a story is told 
of one John Daens, who loaned to Charles the Fifth a million of gold, to 
enable him to carry on his wars in Hungary, for which he obtained the royal 
bond. The King on his return dined with the merchant, who, after a most 
sumptuous banquet, produced the bond, not, however, for payment, but to 
burn it, which he is said to have done in a fire made of chips of cinnamon. 
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.. National B’k of Chambersburg. W. L. Chambers, /7.... E 
. Chester National Bank........ S. Hi. Seeds, Ces....... R. Wetherill. 
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CHANGES OF PRESIDENT AND CASHIER. 


( Monthly List, continued from March No., page 720.) 


Bank and Place. Elected, ln place of 
Ran... c Bie OE Fc ick ccccéscccse Albert C. Danner, 7r.... W. H. Pratt.* 
. Bank of British North , W. Lawson and C., E, } : 
America, San Francisco.) Taylor, Agents...... \ A. McKinlay. 
emis OE GONE 6 occ cccccccce Plez James, Pr. and Bust ness Manager. 
. Bank of Woodland........... C.F. wemeee, Ces, «ose C. W. Bush. 
. Bank of Durangg............. J. L. McNeil, V. P...... W. Barth. 
as. waned Merchants’ National Bank, ({ F.W.Crosby, Sec’d V.P.  ........ 
Chicago. } John C. Neely, Ces...... «= ascscces 
. Bk Brit.North Amer., 4 H. M. Breedon, Agent.. . R. Steven. 
First National Bank, 9 J. G. Gandy, FP ...0 0000 A. R. Henry. 
Indianola. ) Elisha Hardin, V. P..... J. G. Sandy. 
. First Nat’! B'k, Mount Pleasant. T. J. Van Hon, Cas..... H. S. Clarke. 


Norman Everson, /%.... J. Keck. 


.. First Nat'l B'k, Washington. 4 CC De Mekscces sesemass 


Ms lk 


;4s- First National Bank, H. P. Stimson, V. P..... E. E. Parker. 
Cawker City. | E. E. Parker, Cas....... H. P. Stimson. 
. Richard P. Stoll, Pr..... J. M. Graves. 
Lexington City pa vs } James M. Graves, Cas... G. Stoll, Jr. 
& J. G. Scrugham, 4. C.... J. P. Shaw. 
. National Bank of New Castle.. L. M. Sanford, Pr...... G. C. Castleman. 
Central National Bank, Boston. Moses W. Richardson, 7. S. Carr, Jr. 
. First National Bank, Grafton.. Horace S. Warren, Pr... L. F. Allen.* 
. Central Nat’! B’k, Worcester... Joseph Mason, Pr........ J. C. Mason.* 
. Second Nat’! B’k, Hillsdale.... Corvis M. Barre, Cas.... O. H. Gillam. 
. First National Bask. i ©. 5. Gieven, F. £...... L. Anderson. 
Owatonna. } G. R. Kinyon, Cas...... C. J. Kinyon. 
. Second Nat’! B’k, St. Paul..... D. A. Monfort, Cas...... A. E. Ferté. 
N. ioe: First National Bank, § George J. Dinkel, 1’. ?.. I.. P. Browne. 
Las Vegas. j J. S. Raynolds, Cas..... G. J. Dinkel. 


a First National Bank, Socorro... H. W. Hardy, 4. C..... sw. a eee 
. Cuba National Bank, Cuba.... Charles S. Davis, Cas.... G, Bishop.* 


. German National Bank, ( John Mauch, P.......- A. Pfirrmann. 
Cincinnati. } Florence Marmet, lV’. P.. J. Hauch. 
. Second Nat'l B’k, Jefferson...) E. J. Betts, Pr.......... S. A. Northway. 
(In liq. ) 1 S. H. Cook, Cas........ S. T. Fuller. 
OREGON Bank British North America, 5 J. Goodfellow and H. J. 
Portland.+ M. McMichael, Agents. TTT TTY 


Francis W. Kennedy, /r. T. Kennedy. 


. Spring Garden Bank, Gouge ee Fake. baprsnse 


Philadelphia. Henry H. Kennedy, Cas. F. W. Kennedy. 
*. Culbertson. 


iP FeBnces eeeaeees 


. National Bank of Christiana. ) Isaac W. Slokom, Cas... W. H. Sproul. 


, First National Bank of Union \ aarti a By — , : na Hatch. 
Mills, Union City. ) yocenh Sill, A. C..2.....  cceceeee 

. First National Bank, Nashville. L. R. Fastman, 4.C.... —......... 
s,. Nat’! B’k of Texas, Galveston... J. J. Headley, V. P...... cnevcnee 


First National Bank, Brandon. Frank E. Briggs, Cas.... H.C. Candtend. 


. First National Bank, Chelsea . John L. Bacon, Cas..... J. C. Clark. 

. First Nat’l B’k, St. Johnsbury... John C. Clark, Bows A. B. Noyes. 
Wash’ n First National Bank, Dayton.. C. R. Dow, Cas......... J. W. Gray. 
Wis.... Union National Bank, Racine. E. C. Deane, Cas....... E. B. Kilbourn. 


* Deceased. 
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CHANGES, DISSOLUTIONS, ETC. 
(Monthly List, continued from March No., page 722.) 


New YORK CITY...... D. A. McTavish and Wm. Lawson; now D. A. McTav- 
, ish and H. Spikeman. 
" " » .... Hilmers, McGowan & Co.; Lewis Roberts, Jr., retires. 
“ u w .... Poor & Oliphant; dissolved. 
ARK.... Newport....... L. Hirsch & Co.; succeeded by Wolff & Goldman. 
Cit cccs TN oe cece Exchange Bank; J. M. Strickler appointed Receiver. 
Inp .... No. Manchester. Manchester Bank; now First National Bank. Same man- 
agement. $50,000 
lowa... Oskaloosa. .... Farmers and Traders’ Bank; now Farmers and Traders’ 


National Bank. Same president. John H. Warren, 
Cas. H. S. Howard, A. C. $100,000. 

Seer Owenton...... National Bank of Owen; voluntary liquidation March 5. 

Succeeded by First National Bank. Same manage- 
ment. $63,000 

La...... Shreveport..... E. & B. Jacobs; now E. & W. B. Jacobs. E. & B: 
Jacobs continue the general store business. 

MicH... Brocklyn....... N. G. King & Co.; now Farmers’ Bank, Incorporated. 
Same management. $ 50,000 

» .. Midland City.. First National Bank; voluntary liquidation February 5. 


MINN... Glencoe........ Bank of Glencoe; now incorporated. Same officers. 
50,000, ? 
e .. New Ulm..... Citizens’ National Bank; voluntary liquidation March t, 
Miss... West Point.... Stockard, Bonner & Co.; succeeded by First National 
Bank. 
Mont .. Helena........ First National Bank; capital increased to $ 300,000. 
NEB.. Carleton....... H. B. Hamilton; sold out. 
» .. Davis City .... Butler County Bank; now First National Bank. Same 
@ .. PONG ...<e- officers. $50,000 
NeEvaDA Cherry Creek.. Anthony & Newcomb ; " dissolved. 
N. H... Concord....... Grey & Collins; attached. 
N. Y.... Arcade........ First National Bank; charter extended to Feb. 24, 1903. 
© oo TR Rs oe xe Arcade Bank (B. F. Hurty & Co.); reported assigned. 
First National Bank; surp. and und, pr., March 13, $40,484. 
PENN... Philadelphia... De Haven & Townsend ; removed to 36 South Third St. 
" . Chester......... Samuel A. Dyer; succeeded by Chester National Bank. 
' | $100,000. S. A. Dyer, Px. S. H. Seeds, Cas. 
»  .. Kutztown...... National Bank of Kutztown; removed to Reading as the 


Keystone National Bank. Same Cashier, Isaac 
McHose, Fr. $50,000. 
.. New Brighton.. R. E. & H. Hoopes; suspended and assigned. 


ae — I Oxford Banking Co.; now Farmers’ National Bank. 
Same officers. $75,000. 
« .. Pittsburgh..... Peoples’ National Bank; surplus increased to $250,000, 
# .. Reynoldsville.. F. K. Arnold & Co.; to be succeeded, July 1, by Ira 
C. & G. W. Fuller. 
TEXAS.. Gainesville..... First National Bank; Paid Capital, March 13, $201,000. 
Undivided Profits, $ 10,666 
w ., McKinney...... Collin County Bank; now Collin County National Bank. 
Girard A, Foote, Pr. William L. Boyd, Cas. $75,000. 
Lg ee St. Johnsbury.. First National Bank; charter extended to Feb. 24, 1903. 
ee Roanoke. ...... Bank of Virginia; now Roanoke National Bank. Same 


officers. $ 50,000. 


OnT.... Hagersville.... M. Minkler; financially embarrassed, 
.. Waterford..... M. Minkler & Co.; assigned. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List, continued from March No., page 723.) 


State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier. 
| a Waterloo,...... Commercial Bank ....... Kountze Brothers. 
Inp .... Greencastle .... Central National Bank.... Ninth National Bank. 
$100,000 DeWitt C. Bridges, /7. Daniel W. Lovett, Cas. 
© -—eiccsctecces Ciseme” TAME... ccccces.s Continental National Bank. 
Iowa... West Union ... Bank of West Union..... =—=«-_—_—_—__cacecccccces 
u ... Union Banking Co....... Ninth National Bank. 
eee Lexington...... Resend Hasemet eee.... <= _— eevesseseser 
$ 100,000 David H. James, Pr. W. D. Nicholas, Cas. 
Mass... Boston ........ Basset, Whitney & Co.... J. D. Probst & Co. 
Mets... Detrokt .... «+. care meee... —  _§ ~essevevesce 
H. P. Baldwin, /y. Fred’k W. Hayes, Mgr. 
- 5 Ge. | 645 eC enabeekieins  § | secdaneoenan 
MO..... St. Joseph..... Saxton National Bank.... «= gaveacceees 
$ 100,000 A. M. Saxton, Pr. R. W. Hocker, A. C. 
Oun10... Barnesville .... People’s National Bank... pees ecoeeees 
$ 50,000 J. S. Ely, Pr. A. E. Dent, Cas. 
PENN... Boyertown..... Farmers’ National Bank.. = ...cccccceee 
$50,000 Thos. J. B. Rhoads, Pr. William R. Grim, Cas. 
e .. Reading....... Penn National Bank.,..... United States Nat’! B’k. 
$100,000 Isaac W. Levan, Pr. Calvin D. Moser, Cas. 
2 oe Rutland........ Killington National Bank, —s_s... wa eweeee, 
$ 100,000 Redfield Proctor, Pr. Edwin P. Gibson, Cas. 
=m lta anteintanae 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 


(Continued from March No., page 718.) 


No. Name and Place. President and Cashier. Capita/, 
2895 Farmers & Traders’ Nat’l Bank.. John Siebel, , 
Oskaloosa, IowA. H.S. Howard. $100,000 
2896 Central National Bank.......... DeWitt C. Bridges, 
Greencastle, IND. Daniel W. Lovett. 100,000 
2897 First National Bank............. T. A. McKay, 
: Aurora, NEB. William C. Wentz. 50,000 
2898 Saxton National Bank........... A. M. Saxton, 
St. Joseph, Mo. R. W. Hocker, 4. C. 100,000 
2899 Penn National Bank....... .... Isaac W. Levan, 
Reading, Pa. Calvin D. Moses. 100,000 
2900 Farmers’ National Bank ........ Thomas J. B. Rhoads, 
Boyertown, Pa. William R. Grim. 50,000 
2901 Second National Bank ......... David H. James, 
i} Lexington, Ky. W.D. Nicholas. 100,000 
2902 First National Bank ............ Thomas Wolfe, 
1 David City, NEB. J. W. Gross. 50,000 
' 2903 First National Bank ......... ... Jesse Arnold, 
ij North Manchester, IND, John R. Wallace. 50,020 
2904 Chester National Bank.......... Samuel A. Dyer, | 
Chester, Pa. Richard Wetherill. 100,coo 


Sie a ee a eee et 
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~~ Name and Place. President and Cashier. Capital 


2905 Killington Nationa] Bank ...... Redfield Proctor, 
Rutland, VT. Edson P. Gilson, Acif’g Cas. 100,000 
2906 Farmers’ National Bank........ James Wood, 
Oxford, Pa. David M. Taylor. 75,000 
2907 Roanoke National Bank...,.... E. G. McClanahan, 
Roanoke, VA. P. J. Wright. 50,0c0 
2908 People’s National Bank......... j. S. Ely, 
Barnesville, OHIO. A. E. Dent. 50,000 
2909 Collin County National Bank... Girard A. Foote, 
McKinney, Texas. William L. Boyd. 75,000 
a ee -— —- 


IDENTIFICATION BY HANDWRITING.—A good handwriting is getting to be 
one of the lost arts. The fathers and grandfathers of the present genera- 
tion, as a general thing. wrote a handsomer and more legible aall than do 
the children and grandchildren. There is one point in penmanship to which 
I have just been giving some attention. It relates to the testimony of 
handwriting. Not long ago a man was hanged in New England by hand- 
writing experts. As a class, such experts ought not to have influence enough 
to hang a cat. And now it is claimed that some Brussels murderers have 
been run down by tell-tale tricks of their penmanship. The readers of this 
little note may be assured that the writer of it knows individuals who can 
write other people’s names so cunningly that these other people cannot 
decide whether the signatures are their own or not. I have actual cases 
in mind where this puzzle has been tried. One notable instance I must 
mention, The State of Massachusetts not many years since had two of its 
bonds presented for redemption which seemed precisely alike. One was a 
forged bond throughout. The officers whose names appeared upon these 
bonds could not tell ‘‘which was which.” But this is nothing. I have a 
man near me who can write your signature and mine or the signature of 
any person that may be placed before him as a study so cunningly that 
neither you nor I can tell which is which. It is lucky that he is an honest 
man, or he might do dangerous work with your name on a big check or 
note. Bankers in the United States place little reliance upon signatures as 
a means of identification in payment of checks, &c. The person who pre- 
sents a check to a Boston bank for payment must be positively identified before 
the money will be paid to him. It is in vain for him to offer any handwriting 
testimony as evidence that he is the right man. And it does not make any 
difference whether the check is payable to bearer or order. Identification in 
both cases is demanded. In England one finds a most marked difference 
from this way of doing business. The Paying Teller of a London bank 
tries to assure himself that the face of a check is all right, both in point 
of signature of drawer and as regards the drawer’s balance, and then slaps 
out the money to whoever presents the check It matters not whether the 
check is payable to order or to bearer. He demands no identification in either 
case. He only looks upon the back of the order check to see if it has the 
name indorsed, This check-paying custom did not always prevail in England. 
At one time the English practice in these premises was the same as ours 
is now. At that time we copied our custom from them. They have since 
progressed out of it. We remain tied to their old style. We shall get out 
of this rut one of these days. The great bankers of London long ago found 
they could never get through their business if the identification responsibility 
was to remain upon them. They pressed the matter upon the attention of 
Parliament. Parliament came to their relief. It said, pay checks to who- 
ever presents them, and your whole duty is done. If I today drop my 
check in London. made payable to order of W. B. Morrill, the first 
rascal that picks it up in the streets and puts Mr. Morrill’s name on the 
back may collect that check—and get imprisoned for life for so doing. It 
is, of course, the imperative duty of any person who has lost a check to 
have its payment stopped at once. 

—foston Banker in Exeter (N. H.) News Letter. 








The month of March, as indicated in our last, has been a ‘‘ bear’ 
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ON THE MONEY MARKET. 


A FINANCIAL AND COMMERCIAL REVIEW. 


? 


month in 


all the speculative markets, except stocks. Indeed, it has been a ‘* bear” 
month in most of our legitimate industries. In plain English, the business of 
the country, as well as its speculation, has not been satisfactory. There has 
not been*the improvement that had been expected, from the way the year began 
in speculative circles, when prices were sent up like a rocket, on the expectation 
of increased export demand for our wheat, and large imports of gold in re- 


turn. 


The goose that was to lay these golden eggs was killed by too much 


anticipation on the part of speculators, who ran wheat so high that Europe 


could not buy. 


At the same time they called out the supplies in the hands of 


our farmers, who improved the opportunity to get the advance of twenty to 
twenty-five cents on wheat, ten cents on corn, and five cents on oats. Hence, 
while the export movement for March has been much lighter than was ex- 
pected, the interior movement has been much larger, with the unexpected 
result of a visible supply of grain of nearly all kinds, in the United States, 
larger than ever before at this season of the year. The effect of this has been 
to aggravate the expected stringency in money this month beyond all expecta- 
tion, by withdrawing from Wall Street far more than usual at this season, 
while bringing into Wall Street less money than usual, by means of grain ex- 
ported, Hence the disappointment in the amount of gold imported, which is 
said to have come chiefly in exchange for our railroad bonds, which have re- 
turned to Europe this month, instead of coming home, as in Febryary. At 
least we are thus informed, although there appears to be no cause to explain a 
return movement, since prices have been as a whole higher than in February. 

These facts explain the change in the money market, which set in just as 
we went to press last month. In addition to the large sums of money re- 
quired to hold and move grain, in excess of the usual requirements at this 
season, there had been millions taken from Wall Street to Chicago on the 
easy market for money in January, on time loans, at six per cent., to carry 
already large stocks of the speculative products. These loans were made 
largely to mature in May, as the craze in speculation ran considerably to that 
month, on talk of ‘‘deals” in almost every speculative staple on the list. 
Hence, both these bank loans and these big stocks were tied up until May, 
and neither could be called in or moved respectively until this speculation 
should be liquidated. 
which, however, has exhibited another anomalous feature. Usually the 
stringency has been general; but it has been lightest in the West this 
year, comparatively light in other seaboard cities, and unusually severe and 
protracted in New York. This would seem to indicate that the West is 
in the best condition financially and New York in the worst. Why this 


should be, is not so apparent, unless because New York holds the great 


Here lies the chief trouble with the money market ; 
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bulk of the unproductive railroad ‘‘ securities,” created in the past three 
years, while the balance of the country holds its products and manufactures 
which, although trade is dull, have both a real and market value. A _ vast 
volume of so-called securities held here have neither, yet they tie up 
an enormous amount of money, borrowed from the banks to carry them. 
At all events, if the West did not own the money, or the bulk of it, to 
carry its products, why should the rate there be lower than here? And if 
New York was not the biggest borrower, why should, the rate here be 
the highest ? 

The exchanges of our large cities seem to suggest the same explanation ; for 
with a few exceptions, they show an increase quite gratifying for the month. 
Outside of New York, they have increased over five per cent., as compared 
with a year ago, while New York shows a decrease of over twenty-three per 
cent., notwithstanding more active speculation in grain, petroleum and coffee 
than last year. Philadelphia, Milwaukee, Worcester, Cleveland, Hartford, and 
New Haven and the other cities showing a decrease, and that, far less than 
the decrease in New York. In February, the average decrease in Exchanges for 
the country, compared with a year ago, was about twenty-seven per cent.. 
This would seem to indicate a marked increase in the business of the country 
outside of the cities named. We find, on inquiring of commercial travelers, 
however, that their sales are behind those of a year ago in the finer classes of 
dry goods, and their customers in the Eastern and Middle States report their 
trade less than that of a year ago, while in the West they report a fair trade ; 
yet none are buying as many goods nor ahead of current wants. The 
Exchanges at small manufacturing towns show a larger increase than at com- 
mercial centers, and yet their reported demand for goods for consumption does 
not show it. 

The tightness in money came earlier than usual this year, and is expected 
to go away earlier, though to last until near the middle of April. 

The bank statements have been growing steadily worse since our last, until 
the reserve was drawn nearly $7,000,000 below the legal limit and consider- 
ably lower than a year ago. But banks have reduced their loans about the 
same amount the last half of the month, though still some $7,000,000 larger 
than last year. Meantime deposits have been drawn down nearly $9,000,000. 
It is expected that the banks will gain in their reserve, however, from this time 
on, and that all danger is now over. There has been a great deal of clamor on 
Wall Street for the Treasury to come to the relief of the Money Market, and of 
the speculators who deranged it; but the Department has justly and wisely con- 
sidered that it was not its function to regulate the Money Market and has 
refused. Besides, the Treasury was not in shape, with the coming reduction of 
revenue under the New Tariff, to anticipate the payment of any more 
bonds. 

The Western banks which were involved, or at least interested, in the 
bonded-whiskey controversy, seem now in a fair way to get out of their tight 
place. As the tax falls due the stocks in bond will be exported from the 
country and held abroad, or reimported when they can lie in bond until with- 
drawn fer consumption. Large shipments have accordingly been made already 
to the West Indies and probably will be to Canada. Thus the financial sky, 
which has been so overcast since last month, and has threatened the com- 
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mercial ‘situation, seems to be breaking away; and, before April is over, it 
will doubtless be as clear and fair as the April skies with only the April 
showers to cast their momentary shadows, 

The Stock Market has had less to do with the Money Market than usual, 
Yet it has had something to do with the situation, and, as intimated at close 
of our last, there has been talk of the latter being manipulated for its effect 
on the former. The sequence, however, has been exactly opposite froni what 
was expected and usually happens. Instead of stocks going off on tight 
money, they began to improve as money grew tighter, and have continued 
firm through the stringency, with few exceptions, until money began to ease 
up near the close of the month, when they began to go off again. This is 
said to be due to Gould’s and Vanderbilt’s late tactics which proceeded on 
the theory that the public, or at least professional traders, would buy stocks 
if they advanced in face of tight money, thinking stocks must be pro- 
digiously strong when they do so, and that they must boom when money 
gets easy. On this, a large amount of these large operators’ holdings are 
said to have been marketed, and now, a decline is predicted by old traders, 
Yet the enormous movement of grain, especially on the roads West of 
Chicago, has very largely increased the earnings of the grain roads over the 
same time last year, when they had little to do and when prices for their 
stocks were much higher. Stil this does not seem to be talked of among 
operators as it would be on a bull market, and the impression seems to be, 
as we have indicated before, that stocks will drag along about as they have done 
until the next crop prospects are developed. 

As to the produce markets, they have had a pretty good decline during this 
month ; yet not half the advance of January and February has yet been lost; a 
large proportion of which was fictitious, or at least premature even in wheat. 
There has been no legitimate reason for an advance in any of these staples, 
except in wheat, since the new year began, and why all others should not go 
back to about that level for grain, and still lower for provisions, does not ap- 
pear. Wheat, no doubt, was too low on supply and demand for this crop, with 
good crops another year. Since then, however, England has fallen short on her 
acreage, and there is some doubt of the condition of our winter wheat, which 
has been ‘‘half ruined,” as usual, at this season, by the bulls. It is possible 
that the damage may reach ten per cent., but not probable, and it will be 
impossible to tell until the middle of April. We shall have ups and downs 
on ‘*‘ weather markets” until the “next crop; but at this writing, the rains 
in California and the West give us reasonable assurance of an average crop 
of wheat in the United States. Hence there is nothing in sight on which to 
advance wheat, except speculatively, until either Europe takes it more freely, 
or the farmers both of this country and Europe stop such free deliveries. 
The isible supply of grain is already {larger than ever at this season, and 
steadily increasing at a time of year when it has invariably decreased hitherto ; 
and steadily, from October until the next crop, while the reverse has been 
the case this year. 

Corn is in a most critical position as to condition, which is not as dry 
as usual, and which will render it almost certain to be damaged . when 
hot weather comes. This makes it the most dangerous thing on the list to 
handle until it has passed through the hot-weather sweat of May and 
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June. Then supply and demand will fix the price; but until then condi- 
tion is the chief factor. Oats will sympathize largely with corn, unless 
manipulated. Condition, also is an important factor in our New York stock 
of wheat, which has been so deteriorated by the practice of mixing low 
grades with the good, that there is much doubt of its standing hot weather, 
and this may cause trouble. 

The market for beef products is on a square, legitimate and safe basis ; 
but hog products are still under the control of manipulators and gamblers, 
who hold them up far above their real and relative value with other food, 
hoping to get out of their big load, without loss, by “rigging” the market 
on a short interest. It is just the kind of market for everybody to let 
alone, be he operator or money-lender, for it is only a question of time 
when it must break and break badly; and somebody will. then get hurt. 
Only one contingency can avert it, and that is a short corn crop this 
year. 

Cotton has dragged down slowly under light exports and good receipts 
until it has touched ten cents and under, and still it has shown no signs 
of reaction, and one is now scarcely looked for, until we get where next 
crop prospects will influence prices. 


Petroleum has been unusually active, advancing to 1.10 on reports of 
‘dry holes” in the new fields, on which the shorts covered and the 
longs sold out; when ‘‘new wells come in” and down went prices until 
ninety-two and five-eighth cents was reached, when ‘‘dry holes” were again 
brought into requisition and the ‘‘milking” process renewed by the 
Standard Oil Company, who play with operators in this market as the cat 
with the mouse, only to eat him in the end. 


Iron has dragged and declined, and mills are closing as often as resuming, 
notwithstanding everything was going to do better when Congress should 
adjourn. The trouble is the stocks are too large, and they must be worked 
down before iron will advance. 

Coal, its twin sister, begins to feel the same depression, and prices are 
already being reduced. 

Coffee has not changed much, though a bull clique is trying to put up prices 
still higher, But the receipts at Rio de Janeiro are surprisingly large for 
a short crop and it can be bought there and laid down here beluw our market, 
which does not look like higher prices until receipts at Rio fall off, at 
least. 

Dairy products have now gotten about to hard pan; and, with reduced 
stocks, steady prices are now looked for until we get the new crop in 
volume. 

The general tendency for April still seems to be rather downward, if 
good weather shall prevail. 


The reports of the New York Clearing-house banks compare as follows : 


1883. Loans. Specte. Legal Tenders. Deposits. Circulation. Deficiency. 
Mar. 3..+ $327,472)300 . $55,332,900 . $18,915,800 . $ 306,253,900 . $16,545,200 . $2,314,775 
** 10... 325,180,000 . 51,519,700 . 17,917,000 . 298,411,400 . 16,609,200 ° 5,166,150 
*€ 17... 319,672,000 . 48,551,900 . 17,081,100 . 289,615,500 . 16,607,900 _  64770,875 


“e 


24-+- 32,879,100 . 47,997,400 » 17,025,400 . 281,911,500 . 16,356,200 . 5,455,075 
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The Boston bank statement is as follows: 


1883. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Mar, 3...++++ $147,758,300 +--+ $4,809,800 .... $3,771,200 .... $85,417,800 .... $ 30,153,300 
© Bc snben 145,672,100 «see 4,891,300 .... 3,844,800 ..++ 84,144,900 .... 30,142,200 
“S BJccecces 1453390)200 ..4+ 4905;600 «+++ 3,563,000 .... 82,345,700 .... 30,154,900 
$F BG cccecee 143,940,100 .... 5,068,600 .... 3,534,000 -.-- 80,738,300 .... 30,248,300 
The Clearing-house exhibit of the Philadelphia banks is as annexed : 
1883. Loans. Reserves. Deposits. Circulation. 
en $ 76,628,604 coos $17,312,425 .e.+ $66,276,230 soos «= $9,773,558 
7 BDocccsccs 75,694,463 00s 17,362,227 wees 64,915,064 eee 9,732,292 
Sf AJoreseeeee 759473591 +ee+ 16,706,625 ses» 64,446,100 sees 9,807,374 
 _ B4 vccccece 7497139327 ‘eee 16,222,Gr0 — € 3,130,185 cece 9,774,050 


We append the usual quotations of leading stocks for the month : 


QUOTATIONS: March 7. March 14. March 21. March 28. 

U. S. 5s, 1881, Cont... 10334 oe 103% =e. 103 “e 104 
U.S. 4%s, 1891, Coup. 124... 112% .. 112% .. 113% 
U.S. 4s, 1907, Coup... ot aoe 119% .- 120% 
West. Union Tel. Co.. 83% .. 84% .. 82% te. 82% 
N. Y. C. & Hudson R, 126% .. 127% .. 125% .. 125% 
Lake Shove. ....0ccce. 109%... 110% .-. 109% .. 110% 
Chicago & Rock Island ae 12344 .. aay 124% 
New Jersey Central... 72 “a qi% oe Jt%y oe 72% 
Del., Lack. & West.... 123% .. 124% .. 12358 « 125 
Delaware & Hudson.. 107% .. 108 ee 107 _ 107% 
Ee 53% .. 52%. 52% .. 53% 
North Western........ 132 ‘ 132% -- 132% °.. 133% 
Pacific Mail.......... a 40%, +» wo%.. 40% 
Exi€...eeceecesecceees 37 - 37% .-- 37% .. 37% 
Discounts ..........--5 6@6%.. 6@6%.. 6 @7 .. 6 @ 6% 
Call Loans..... ecccces 6@i2 -- m2 @i5 . 6 @6.. 5 @8 


Bills on London.......4.8044@4.83 .. 4.80144@4.83  4.79%,@4.821%4 4.80144@4.83% 
Treasury balances,coin $125,530,416 « $126,168,346.. $126,829,600 ..  $125,846,966 


Do. do. cur. $6,654,500 .. $6,559,815 .. $6,640,812... $6,762,098 


DEATHS. 


ALLEN.—On February 11, aged sixty-eight years, LUKE F, ALLEN, Presi- 
dent of the First National Bank of Grafton, Mass. 


GANSON .—On March 19, aged sixty-six years, JAMES M. GANSON, formerly 
President of the Bank of Attica, of Buffalo, N. Y. 

MATTHEWS.—On March 13, aged fifty-two years, JOHN MATTHEWS, Vice- 
President of the Murray Hill Bank of New York City. 

PRATT.—On March 3, aged seventy-two years, W. H. PraTT, President of 
the Bank of Mobile, Ala. 

RATHBONE.—On March 11, aged sixty-nine years, GEORGE W. RATHBONE, 
formerly President of the Evansville National Bank, Ind. 

SMITH.—On March 3, aged fifty-four years, CHARLES W. SMITH, President 
of the Mechanics’ National Bank of Worcester, Mass. 

THROCKMORTON.—On March 3, aged sixty-five years, A. R. THROCKMOR- 
TON, President of the Freehold National Banking Co., of Freehold, N. J. 











